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WORLD NEWS 

GTech chief 
tried to bribe 
Virgin boss, UK 
jury ruies 

pie reptrtation of GTech, the US 
lottery equipment supplier, suf- 
fered its most severe Uow after a 
l^ondon jury decided its diaTmian 
G^' Snowden had attempted to 
hribe Richard Branson, founder 
of the ^^gin group, in a bid to 
make him drop his rival bid for 
the UK National Lottos. The 
High Cointjui^. awarded Mr 
Branaop tlama^ f, 100^000 

^163.00Q>. Page lik Branm wins ' 
GT^ libel action. Page 8 

Itailan refom doubts 

SiMo Bedusconi, centreright 
leader in the TtaHan parliawBiit 
has raised £re^ doubts about 
plans for a new constitutiQn by 
annomuii^ he favours a return 
to proportional repr^entatian. 
Page 2 

Rusabm court ruling 

Russia's Constitutional Court has 
ruled the goveniment cannot 
impose municipal r^stration, 
which grants or denies ped^ 
permission to to live in a 
particular ci^. P^ 3 ' 

Protest at Orook paiUamont 

Several thmigand protesters gath- 
ered outside the Greek parlia- 
ment while l^islators debated 
the SodalistgovemmeDf s pro- 
posal for curbh% collective 
bargaining rights at loss-making 
state coiporatians. . 

P^3 

Irish probe o HOhur o banking 

An inquiry into political dona- 
ticms in Irdand was extended to 
investigate the possible abuse of 
oSshore bankii^ over a 38-year 
period. Page 2 

Israeli faarx for p«aca process 

Most Israeli Jews are convinced 
the peace jirocess has come to a 
sum. according to polls hy 
Avjv Univer^ty. 6 

South Koreans donate SOOOm 

South Koreans have d<mated gtdd 
worth about $900m after a gov- ' 
ernment appeal toh^-befet^. 
the counties diminishing 
reserves. 1^6 

•laH term soiagtat for brador 

Japanese prosecutors have 
requested a 10-year pri^ sen-. . 
fence feu' Yasuo HaTuanaka.fcB> . 
mer chief copper trader Sumi- 
tomo Ccop, for fraud and forgery 
in connection with 32.6bn in trad- 
inglos^s.F^4 

Australian roferandum pladga 

Australian prime minister John . 
Howard pledged to hold a ro£^ 
endum about a republic next 
year if Australia’s two-week con- 
stitutional convention could' 
reach consensus on a prefored 
republican model Page 4 

Sri Lanka saeurfty operation 

Sri Lanka has mou nted an 
unprecedented security Gperation 
awiiii fears of Tamil attacks 
durin g Prince Charles’ vi^t for 
the country’s SOtb independence 
anniversaxy cdid>rations. 

Pages 

Costa ffiean opposition wtai 

M^ual Angel Rodr^o^ Costa 
Rica's opposition can di^te has 
narrowly won the country's pres- . 
t dMiriai elections, with 46,6 pa: 

cent of votes cash Page g- 


Con artiata atriko naw peoo . 

Con artists are posing as US 
Securities and Exchai^ Com- : 
mission investigators in an 
attempt to entice more money 
out of victims of an inteinati(mal 
share ^es scam. P^ie 3 

Yachtewomoa taka on wrofM 

A moltinatiQnal crew ofyaebb 
swomen skij^iered by Bntcm 
Tracy Edwards is attempting.to 
gpji around the world in less than 
71 days. Fraichman Olivier de 
Koyaoson set the world rectwd 
in May 1997 of Tl days, 14 hours, 
22 minutes and eight secozzds. 


BUSINESS NEWS 


Bank fees for 
share offerings 
set to fall after 
bidding war 

Fees earned fbr handling big 
Euitgiean share ofrariTigg are 
about to hit fresh lows after a 
biddiDg war between four groups 
- Goltown Sachs and UBS, 

Credit Suisse First Bostem and 
Deutsche Bank, HSBC and Leh- 
.man Brothers, and Schroders - 
to win a.S2hn mazidaie fm* the Bo- 
tatipn.of Polidi state telephone 
company Teiekmnunikapia Pol- 
ska.Fagei4 

Swiss CactsI Commission 

blo^ed immediate combination 
of Union Bank of Swifa^land and 
Swiss Bmik CoeperatiOD dome^c 
retail netwmks pending more 
detailed investigation. The 
hanks' sbaidiolders vote on the 
mer^ today and tomorrow. 

QIaxo WaUcoma and SndthKiine 
Beecham shares soared as the 
London stock market took the 
11^ (gportunitr to trato in the 
UK’s two latest pbaitoaceutic^ 
colonies followii^ the merger 
plan they announce on fSiday. 
Page IS; lea; Page 14 

Roeho, Swiss pharmaceutical 
group, announced a research 
a^:eement that could bring bio- 
teidmolc^ company Decode 
Genetics of Icdand $200m over 
five years. Page 19' 

WUn sch a, German group with 
interests from prop^ty to Ibod- 
stufEs, said it was seelting to buy 

a ^yrntmTlrng Ktakw in fashion and 
perfume company Joop. Page 19 

Commsf cis i Union, UK 

compos^ insurer, plans to 
acquire Gennan life assurer Bo:- 
linicrfip Lebrarsve^chening for 
DMSTOm <$32Qm). Page 15 

Slovak National Bank is seekii^ 
to save collapsed luv^cna a 
Rd^jova Banka by selling the 
bank to state-owned insurance 
company Slovenska Poistbima. 
Page 19 

CbnatUnbrnraalBtoroo; DE - 

mail order house, paid £70m 
to 

Skoda, Chech subsidiary of 
Volkswagen of Germany, has 
bvertakimtoePoU^armoflilat . 
^ Italy to becimie central 
Eunve's leading car producer. 
Page 19 

POrri*a Jaguar subsidiary said it 
would at least £l00m 
(gl95m)more on its K400 “small 
<ar” ph^ect in the UK than the 
£S0Qm previously indicated. 

Pages 

Daewoo and General Motors • 
agreed to discuss an alliance that 
could provide the US carmaker 
wiih access to South Korea’s pro- 
tect^ market Page 16 

n a iwii m WaH niialo da Paris 

acquired the Greater China 
eqto^ operations of Peregrine, . . 
collapsed Hong Kong-based 
investment bs^ Page 17 

Chartar, tJK eni^heering group, 
s<^ its track maintenance busi- 
ness, Pandrol Jackson, to US 
reclamation group Barsco 
.for a provisiaDal.lTlm. Page 20 

jiutoBi^ Swedisb-US automotive 
conponmits group, said its full- 

year profits were held back to' 
price competition among aijb^ 
and seat-belt makers. Page 19 

Bmnee A NoMo, US bookseller, 
may set up a UK centre Ibr its 
online retail operatibn. Page 8 

Hanlr. one of Japan’s 
largest is to lauxich a ^bn secu- 
rtties hi Oe US. Page 15 

Aimiralia recorded its worst 
monthly trade deficit since June 
1995; fuelling fears of a collapse 
in the cuxient account d^dt 


Financial markets roar into year of the tiger amid hope that crisis is easing 


Asian rally lifts stocks worldwide 


By Our In te rna tional 
and F in an cia l Staff 

Asian financial markets roared 
into the Chinese year of the tiger 
yesterday as sharp rises in 
stocks, falling interest rates and 
firmer currencies s^nalled hopes 
the regional crisis was easing. 

Hoi^ Kong’s benchmark Hang 
Seng index soared more than 14 
per cent to close 1,326 points up 
on the first day of trading t^er 
the new year holidays. 

Douhle-digjt percentage gains 
were also recorded in Singapore, 
Bangkok, Jakarta and Manila 
amid heavy tradiog and renewed 
foreign buying. 

The rally in Asia lifted senti- 
ment in the European and US 
maricets, but the main focus of 
investors' attention was the 
proposed £100bn drugs merger 
between Glaxo Wellcome and 
SmithKliae Beecham. 

Shares in Dublin. Frankfurt. 
Lisbon, Madrid, Milan, Paris and 
Zurich an reached record highs, 
with pharmaceuticals stocks 
leading the charge. 

In London, centre of the Glaxo- 
^nithKline deal, the FTSE 100 
index gained 140.5 to an all-time 
peak of 5,599.0 while the good 
news carried on into New .York, 
where the Dow Jones Indti^al 
Average quickly rose more than 
150 points in early trading and 
the S&P 500 index brieOy passed 
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1.000 for the first time. Despite 
the spectacular rallies in Asia, 
many commentators predicted 
volatility and counselled caution 
about prospects for further gains. 
“We have seen the bottom, but 
we may well see it again.” said 
Marshall Mays, chief strategist at 
KTikko Securities Co (Asia). 

Others warned that even If the 
worst of the financial market 
shocks had passed, a new phase 
of bankruptcies, rising unemploy- 
ment and social strains lay ahead 
for the region. 

Apart from the g ams on Wall 
Street while many Asian markets 
were closed for the new year holi- 
day. sentiment was also lifted by 
brt week's accord on a resched- 
uling of Korean debt. Indonesia's 


1BB8 Feb 


announcement of banking sector 
reforms and Thailand's move to 
scrap its two-tier foreign 
exchange 5>stem. 

Yesterday's .Asian rally was 
suppeated by a strong inflow of 
foreign fimds. “There has been a 
lot of foreign buying,” said 
Ambrose Chang, chief invest- 
ment officer of Daiwa Capital 
Mani^ment in Hong Kong. “We 
have seen some of the big US 
funds and some Europeans com- 
ing back in strength," added one 
Hong Kong trader. 

In Indonesia, where the govern- 
ment last week became the first 
in the r^on to announce a debt 
moratorium, central bank inter- 
vention pushed up the rupiah 
slightly to Rpl0.3(Xi to the dollar. 


compared with a low of Rpl6,000 
in Januar>'- ”The foreign reaction 
to last week's Indonesian pack- 
age has been quite positive,” said 
Stephen Rc^rs, head of research 
at UBS Securities. 

“There's a reasonable amount 
of foreign buying. We know the 
economy is stuffed . . . but we 
also know now that they are try- 
ing to figure things out.” 

Confidence was supported by 
falling interest rates in several 
markets and a strengthening in 
regional currencies, in Hong 
Koi^, three-month interest rates 
fell hum 12 per cent ahead of the 
new year holiday to about 10 per 
cent. That fuelled a surge in 
property and banking shares, 
which have borne the brunt of 
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recent market routs. North east 
Asian maricets were more sub- 
dued. with Tokyo’s Nikkei Index 
rising by 0.89 per cent to 16,776. 
The South Korean stock market, 
which has seen some of the big- 
gest gains among international 
markets this year, fell 4 per cent 
on what brokers called a techni- 
cal correction. 

Pitch IBCA, the credit rating 
agency, upgraded South Korea's 
sovereign rating by five notches 
to BB-)- in tbe wake of last week's 
debt agreement in New York. 

Lex, Page 14 
Bonds, Page 24 
Currencies, Page 25 
Loudon stocks, Page 32 
World stocks. Page 36 


Iraq and Russia 
to continue talks 
on UN stand-off 


European talks could produce 
better work conditions for 17m 


By Laura Saber, Judy EHsmp^, 
John Kampfner and Alaxandar - 
NicoU 

Russia and Iraq yesterday agreed 
to continue diplomatic ^orts to 
break the deadlock over United 
Nations weapons inspections. 

But Baghdad denied Russian 
reports that fraq would allow the 
UN to monitor eight new sites. It 
also denied that Saddam Hussein, 
the Iraqi president, had agreed to 
meet Richard Ehitler, the chief 
UN wessons inspector. 

William Cohen, US d^enee sec- 
retary, had already said that 
sud) a proposal was "not a solu- 
tion” to tbe crisis. 

Viktor Posuvalyuk, Russia’s 
special envoy, met Mr Saddam 
again yesterday as part of inten- 
sified diplconatic efforts by Rus- 
sia, France and Turkey to pre- 
I empt a US-led military strike 
against Iraq. Russia's president 
Boris Yeltsin also spoke to Presi- 
dent Bill Clinton to discuss the 
stand-off. 

Seigei Yastzxhembsky. Mr^Telt- 
sin’s spokesman, said earlier'that 
Russian diplomatic efforts had 
persuaded Iraq to make a “clear 
shift” in its position. Iraq had 
said It would open new sites to 
the UN, but that the in^iectors 
must be accompanied by d^fdo- 
mats, he claimed. 

But Riyad al-l^ysi. Iraq’s dep- 
uty foreign minister, said Rus- 
sian reports of the proposals were 
“totally, totally incorrect”, 
adding : *^o sucb thing was dis- 
cussed.” 

The US and Britain have 
insisted on unrestricted, oncopdi- 
tional access to suspected weap- 
ons sites for UN inspectors 


charged with diamantlii^ Iraq’s 
arsenal Madeleine Albright, 
secretary of state, who Is touring 
the Middle East, insisted Arab 
states (fid not oppose tbe US’s 
tou^ stance toward Iraq. 

“That’s not true,'’ she told 
reporters ahead of talks near 
Riyadh with Saudi crown prince 
Abdullah and Prince Saud al- 
Faisal, the foreign minister. 

Kuwait was said to have agreed 
in principle to host US troeg) rein- 
forcements in the event of a mili- 
tary strike. 

Robin Cook, British foreign sec- 
retary, said while a diplomatic 
answer was still piefened, “we 
have not, nev will we, rule out 
force”. He told parliament: “Vntb- 
ont effective UN monitoring, fraq 
could produce enough anthrax 
every week to fill two missile 
warheads and could, within 
weeks, be producing a large vol- 
ume of nerve gas.” 

Israel meanwhile deployed 
Patriot missiles on a hill in tbe 
Negev desert - not for from its 
nuclear reactor site. Iraq fired 
Scud missiles at Israel in the 1991 
Gulf war. But Israel said its latest 
move was a routine training drilL 

At Britain’s Permanent Joint 
Headquarters, near London, offi- 
cers said they were ready to go 
into action if commanded. 

A senior officer said aircraft on 
the carrier Invincible were ready 
for air strij^ and that Britain, 
which has about 2,500 people 
d^loyed. had “further golf clubs 
in the bag” should they be 
needed. 


By MIchsel Smith In Brussels 

More than 17m Europeans could 
win improved working condi- 
tions after employer organisa- 
tions agreed to negotiate with 
trade unions over fixed-term con- 
tracts. 

Organisations that represent 
public and private sector 
employers have signalled to tbe 
Enropean Commission their 
readiness to take part in talks. 

Two months ago EU countries 
adopted a similar agreement on 
part-time workers, which 
extended rights on holidays, pen- 
sions and dismissals already 
enjoyed by ftiU-time workns. 

Unions hope talks will begin 
next month and conclude within 
five months for approval by EU 
nations this year or next 

More than 11 per cent of 


Europe’s 14Sm workforce are 
employed on fixed-term con- 
tracts - a proportion that is 
growing steadily. For Spain the 
figure is 34 per cent Employers 
argue fixed-term contracts give 
them flexibility, but trade 
unions say they' often conceal 
poor work conditiems. 

Jean Lapeyre, depnty general 
secretary of the European Trade 
Union Confederation, said 
unions would press for fixed- 
term talks to cover maximum 
lengths of time for contracts, 
limits for their extension and 
eqnality of conditioiis with per- 
manent employees. 

Padraig Flynn, employment 
commissioner, said a deal would 
benent both employers and 
workers. “We want to get away 
from the idea that fixed-term 
work is secemd class to perma- 


nent Jobs." be said. “Employers 
will get more flexibility if they 
offer employees more security." 

Negotiations would take place 
under the social protocol of tbe 
EU*s 1992 Maastricht treaty. This 
makes provision for employers’ 
and workers’ representatives to 
reach agreements on issues that 
can be suggested by the Commis- 
siem. EU nations can accept the 
agreements in full or reject 
them. 

ITie part-time deal was the sec- 
ond to be adopted under the 
social protocol, following an 
agreement on provisions for 
parental leave. Mr Flynn 
suggested 18 months ago that 
discussions should take place on 
both part-time and fixed-term 
contract work, but employers 

Ckmtinued on Page 14 
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NEWS; EUROFS - 

Bank says tax coUection is improving and IMF will soon approve next disbursement of loan I news digest 

Russia fires blast at market sceptics Germany divided 


By Chfystta Freeland in Moscow 

The Russian central bank 
yesterday stepped up its eRorts to 
reassure nerv'ous investors, insist- 
ing that the country's fiscal peifor- 
manee was improving. Itie bank 
made its upbeat comments Just a 
few days after it raised interest 
rates to 42 per cent in an attempt 
to shore up the rouble. 

Russia has come under stern 
scrutiny from foreign investors 
since emei^ing markets began to 
weaken, partly in response to tbe 
Asian crisis. Moscow's structural 
reforms and fiscal performance 
have been roundly criticised, and 
there has been concern in the mar- 
kets that it might be forced to 
devalue the rouble. 

Sergei Aleksashenko, deputy 
chairman of the central bank, 
sought to quell that anxiety', insist- 
ing that tax collection was Improv- 


CRIMEAN PROTEST AT UKRAINE ‘VIOLATION’ OF CI'Ri' 


A storm of protest has brokm ont 
in Crimea after an attempt to put 
the regional city of Yalta under 
the direct control of the Ukrainian 
central government, writes 
Charles Clover in Kiev. Crimea is 
an autonomous region of Ukraine- 
Late last week. President Leonid 
Kuchma issued a decree which 
installed a nerw temporary mayor 

ing and that the Russian govern- 
ment was likely to receive a fresh 
injection of cash soon from the 
International Monetary Fund. He 
said he expected the IMF swiftly to 
approve the latest $6?0m disburse- 
ment of Russia's SlObn loan. “We 
do not see any barrier to the IMF's 
board of directors taking a positive 
decision," he said. 


for Yalta and effectively placed the 
city under the authority of the 
Ukrainian cmitral govonment. 

The presidium of the Crimean 
parliament yesterday passed a res- 
olution irtiich called the move a 
'Molatioa of Crimean autonomy*’. 
Crimea is two-thirds populated by 
ethnic Russians, who are sensitive 
to attempts by the rthnic Ukrami- 

For at least two years, the inabil- 
ity of the taxation service to collect 
revenues efficiently has been one 
of the higg^ concerns of increas- 
ingly worried Investors. But Mr 
Aldksashenko that last month 
tax collection was 40 per cent 
higher than it had been In January 
1997. 

Ihe news was part of an impas- 


an-dominated government in lUev 
to impose central authority. . 

Ihe text of the decree says tiiat 
its goal is to “stabilise ^the 
sodo-eeonomic sitaation, restore 
the management of the ^qcal 
organs of power, strengthen ^the 
fight against crime, and guarantee 
the constitutianal rights of the dt- 
izens of Yalta*. ■, 

sloned bid by tire central bank to 
tnm around sceptical market senti- 
ment. Mr Aleksashenko RHmWAe 
as much, urging western investors 
and report e rs to “help us” and-J:^ 
a more positive view of Russia:iSe 
said that the country’s fundamm- 
tai e»i&omic indicators were as 
strong as tirey had been last y^. 
when Russia was a darling among 

i'JC 


global emerging markets. : 

Mr Aleksashenko Insisted that 
the central bank was prepared to 
raise interest rates even above. 
their current hl^hs in order to 
defend the currency. “To defend 
the rouble we are ready to raise 
rates furtbtt-if rrecessary,’* he said. 

But Mr Aleksashenko, one of 
Rossla's most re^>ected economic 
reformers, would not go so jCar as to 
offer a cast-iron guarantee of the 
rouble’s solidity. “Never say 
nevm*," he said. “A devaluation of 
tiie rouble would be possible if the 
population turned against the cen- 
tral bank. No amount of reserves 
would be enouidi then." 

Although most analysts and 
traders remain cautious, the bat- 
tered equity market yesterday 
offered some solace. After plunging 
more than 20 per cent this year, 
the Russian Trading Systmn index 
dimhed nearly 6 per cent 


Surplus boost 
for Italy’s 
Emu campaign 


on bilging law 

Oskar ia^taine, the teader of Gernwrry’s 

Sockd Diemocrats. said yesterday he would 

to an eavesdroping law before a final ujpp y 

this we^ Last month, the Bundestag, the lower house of 

rnrWarnan iL, paased tJm laW tO aHOW eteCtTODlC 

. suTvefllance.in private hom« as a tool against risi^ 

organic crime. . 

The ruling coalition was Joined by just enou^ 50^ 

Democrats to ^ve ftie measure tiie two-thirds majon^ it . 
needed But. haunted by memories of two German poUce 
staf^.this century, even some members of the rti B i^ 
maKrifwi are soQ>tlcal of the law, udiich exenmts o°l y . 
priests, lawyers and members of parhameirt from 

potmitial bugging. - 

•The bm now moves to the Bundesrat, the iqjper ho^, 

whidi rop ngconfjs Germany's 16 states and Is controlled by 
the centre-left Social Democrats. . 

Mr Lafontalne said he would try to widen the 
exemptrons to include doetoia, all lawyers journalists 
from tile eavesdrqj^dng. However. amajority of the . 
Bondesrat must agree to seek the changes. AP.Borm 

m GERMAN ASYLUM . 


By James Blitz in Rome 

Italy yesterday gave a 
surprising boost to its bid to 
join European economic and 
monetary union next year by 
aimouncing that its central 
government accounts 
showed an unexpectedly 
large surplus last month. 

Despite widespread expec- 
tations in financiai markets 
that the central government 
budget for January would be 
as much as L2,000bn (Sl.lbn) 
in the red, the treasury 
posted a surplus figure of 
Ll,3Q0bn. 

Senior treasury officials 
admitted they were “aston- 
ished" by the figure, which 
comes at a critical moment 
in Italy's bid to join the sin- 
gle currency, the euro. The 
comparable data for January 
1997 showed a similar sur- 
plus. but one which was 
boosted by an exceptional 
contribution to the Italian 
exchequer of European 
Union funds. 

Italy’s EU partners had 
also been expecting that the 
January 1998 figure would be 
well in the red because of 
the temporary effects of 
introducing a radical new 
system of taxation. 

According to a report pre- 
pared for 3 recent meeting of 
EU finance ministers, the 
Italian public finances 
should experience an addi- 
tional shortfall of some 
L12,000bn in the first six 
months of this year after the 
abolition of health contribu- 
tions paid by Italian compa- 
nies on behalf of employees. 

The shortfall will be made 
up only witb the introduc- 
tion in May of a new 
regional tax on enterprises, 
the revenues from which 
will be passed to health 
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Berlusconi stirs reform pot 

J- susriend the doDortation of refugees from Algeria wbos 


authorities. The switch to 
the new system will create, 
in the words of the report, “a 
short-term budgetary risk". 

'The treasury said yester- 
day that it was unclear why 
the scrapping of health con- 
tributions had failed to make 
an impact on the January 
figure. 

A senior official said the 
data probably conveyed the 
impact of recent reductions 
in cash transfers to local 
government bodies, but 
warned that the figures, pro- 
vided by the Bank of Italy, 
were “still being analysed". 

Publication of the budget 
deficit data came at an 
opportune moment for the 
government, after new 
doubts among its EU neigh- 
bours about the state of 
Italy's finances. 

Although there is growing 
confidence in financial mar- 
kets that Italy wlU get the 
green light to join Emu in 
May. Theo Walgel, the Ger- 
man Gmance minister, was 
quoted In yesterday’s Der 
Spiegel magazine as saying 
that "several questions are 
still open” over Italian bud- 
getary reform. 

The Italian media also suf- 
fered a crisis of nerves over 
Emu last weekend when 
Yves-Thibault de Sil^y. the 
EU monetary commissioner, 
was quoted in Corriere della 
Sera, the Milan daily, as say- 
ing that Italy still bad to 
answer a series of questions I 
about its finances. ' 

However, a spokesman for 
Jacques Santer, the Commis- 
sion president, said last 
night that no additional 
requests were being made of 
the Italian authorities ahead 
of a Commission report on 
the convergence of EU 
states. 


Silvio Berlusconi, the 
centre-right leader in the 
Italian parliament, has 
raised new doubts abont 
I plans to draw up a new con- 
I stitut'ion by announcing 
I that he favours a return to 
the system of proportional 
representation, James Blitz 
! reports from Rome. 

The move runs counter to 
hopes that Italy can develop 
a bipolar system to bring 
more decisive government. 
Mr Berlusconi said that “a 
vast consensus could be 
found” to est^lish a system 
of PR under wUch parties 
can be represented tn parlia- 
ment with a minimum of 5 
per cent of the vote. 

Mr Berlusconi’s commeaits 
are seen as an attempt to 
break up a growing 
over constitutional reform 
between the Party of the 
Democratic Left (POS) and 
the rightwing AUeanza Naz- 
ionale (AN). 


Gianfranco Fini, the AN 
leader, has infuriated Ur 
Berlusconi by announcing 
that he would side with 
Massimo D’Alema, the PDS 
leader, to resist constitu- 
tional changes that would 
water down the powers of 
the magistracy. 

Mr Berlusconi) who has 
faced a number of investiga- 
tions relating to corruption 
aliegatioQS, is eagerly press- 
ing for the power of the 
magistrates to be reduced in 
the new eottstitntion. 

“Berlusconi’s move on 
electoral r^ona has been 
provoked by his fears that 
there win be no reform of 
the jndidary.” said Gioi^o 
La Haifa, a member of the 
governing coalition last 
night. “Be wants to warn 
D’Alema that he must nego- 
tiate with him if be wants to 
get the reform of the Italian 
constitution pased iQr par- 
liament.” 


~ - 




Berlusconi: “consensus" for return to PR elections 


Euro brings war of the indices 


Fund managers 

^ In eleven 

I months' 

g ||||iij time, many 

fimd manag- 
ers will start 
to treat the 
^9^5^” bulk of 

Europe as 

Preparing domes- 

tic market as 
^ currency dif- 

ferentials 
vanish in stock markets in 
up to eleven European coun- 
tries. Index providers are 
positioning themselves to 
create the most visible 
benchmark index for the 
new euro zone - the coun- 
tries likely to adopt the cur- 
rency. Competition is hot- 
ting up f or wh at would be a 
regional FTSE IQQ or CAC 
40. 

According to Sandy Rat- 
tray, bead of European 
equity derivatives at Gold- 
man Sadis. 1998 will be “the 
year of the battle of the todi- 
ces". 

Asset allocation models 
tend to attach a tii^ wei^it- 
Ing to currency risk in 
investment portfolios. But 
with the arrival of the mone- 
tary union lEmu) on Janu- 
ary 1, investors in up to 
eleven Guropean countries 
will be able to match domes- 
tic liabilities with assets in 
other stock markets in the 
euro zone, without currency 
risk. 

Consultants are likely to 
encourage cross-border 
diversification. Fund manag- 
ers will naturally favour 
companies they have fol- 
lowed for years, so the pro- 
cess is likely to be more evo- 
lution than revolution. 

But a Merrill Lynch sur- 
vey last November found Tl 


will be looking for new European benchmarks 

per cent of managers futures contracts for the of examples of fUtnres coo- 


per cent of managers 
thou^t Emu would make 
them switch from a country- 
based to a sectoral ai^roadt 
More than half said they 
would cbange performance 
benchmarim. 

European markets are 
already belmvuig in a pan- 
European manner, with per- 
formance differences 
reflecting the sectoral 
weightings of stock markets 
as much as the mood swings 
of domestic investors. 

Ind« providers are mov- 
ing in. The main contestants 
will be MSCL FTSE Intema- 


futures contracts for the 
euro zone. This would be 
laundied this year. 

Meanwhile. Dow Jones has 
joined up with the German. 
French and Swiss stock 
exchanges to launcdi a fam- 
ily of indices, some of which 
will be used for futures and 
opticms contracts. 

Mark Make peace, manag- 
ing director of FTSE Interna- 
timral. argues: Tn the retail 
market. Dow Jones and 
FTSE will have the battle - 
but it is also a battle 
between the DTB [Frank- 
furt's futures and options 


Simon Davies, capital markets 
editor, on the development of a 
new Emu battle-ground 


tional, which is part owned 
by the Financial Times, and 
Dow Jones, which are all 
developing euro zone indi- 
ces. Investment banks are 
also like^ to try their hand- 

There will be two matn 
battle-fronts. One wQl be the 
development of a retail index 
as the basis for futures and 
derivatives products, along 
the lines of the US's FTSE 
100 . 

Nick Stevenson, head of 
European strategy at Pari- 
bas. said: There will be a 
market for a real time, tid- 
ing index that everyone 
talks about But it need not 
be linked to the Index that 
real fond managers use as a 
benchmark.” 

FTSE International is 
talking to the London Inter- 
national Financial Futures 

and ^tiODS FTrhangw BbOUt 
providing an index for 


market] and Ufie.” 

Liffe is likely to opt for a 
euro zone version of the 
Eurotop family of indices 
formed by FTSE and the 
Amsterdam stock exchange, 
as well as the erigtinp Euro- 
top 300 index. 

Dow is expected to choose 
an index witb just 50 constit- 
uents, making it easy to 
arbitrage between the con- 
tract and its underlying 
shares, but making it less 
rep resentative of the perfor- 
mance of Eurppean markets. 
Ultimately, trading is like^ 
to converge on one or other 
of the contracts. 

Mr Rattray of Goldman 
Sachs sai± ‘There 1$ a battle 
to be tbe first person out 
there with a pan-Buiopean 
derivatives contract But you 
suffer the risk of being out 
there with a product that no- 
one wants. There are 


tracts that have faded.” 

It is also unclear whether 
investors will want an index 
which' just includes ^ 
countries which join Emu at 
tbe outset or one which will 
also incorporate tbe UK. 
Sweden and other potential 
membeis. After all, UK and 
Swedish companies may con- 
sider trading In euros bMbre 
their countries join. 

Tbe other fight wlU be 
over the indice s fund manag-' 
ers use to bendunark their 
portfolios. These need to be 
broader and more represen- 
tative of the underlying mar- 
kets. Ibis is an area where 
MSCI is probably tbe stron- 
gest, and would be expected 
to take a large slice of the 
market 

For most Anglo-Saxon 
investors, it is doubtful that 
benctamariis. wili be 
after Emu. It is a costly exer- 
cise, involving substantial 
portfolio restructuring. And 
outside tile euro zone. Emu 
should have a limited impact 
on investment strategies. 

The will be to entice 
the continental European 
investors vrtio have bad less 
contact with international' 
index providers. FTSE and 
MSCI have the advantage of 
their track records and 
broader international reputa- 
tlOD. Many strategists sug- . 
gest that this is an advan- 
tage that Dow Jones will 
straggle to overcome. 

However, European stock 
exchanges have traditionally 
provided benchmarks on tbe 
continent. They will be well 
placed to provide a replace- 
ment torvlce to continaital 
institutions, with the help ot 
Dow. 
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Irish inquiry extended 
to offshore accounts 
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By John Murray touwn 
bi Dublin 

A probe into political 
donations in Ireland was yes- 
terday extended to investi- 
gate tbe possible abuse of 
oftehore banking over a 38- 
year period. 

The tribunal set 19 in tbe 
wake of all^ations against 
Charles Hao^y, the former 
prime minister, has 
requested all documentation 
related to changes in 
exchange controls from 1954 
to 193Z when controls were 
lifted. 

Mr tiaughey is currently 
taking legal action to limit 
the scope of tim tribunal. 

Breaches of exchange con- 
trols ^re one of the issues 
to surface during a separate 


examination last year by 
Judge Brian McCracken into 
tbe financial affairs of Mr 
Haagbey. who admitted to 
receiving XE1.3m from Ben 
Dunne, a retail millionaire, 
while Mr Haughey was 
prime minister in the early 

L98QS. 

The investigation into off- 
shore hanking Mill centre on 
various tax avoidance 
schemes. The tribunal wants 
to ascertain whether 
changes in exchange con- 
trols were used as favours to 
businessmen who made 
political donations. 

Ihe focus will be socalled 
Ansbacher accounts - depos^ 
ited with Ansbacher Ltd in 
tbe Cayman Islands and sub- 
sequently in Guinness & 
Mahon and the Irish Inter- 


continental Bank, taro small 
Dublin banks. 

The exact amounts 
Involved are not known 
although it wu originally 
thou^t I£38m was held In 
the ' Ansbacher accounts 
when tbe McCraeken lnvesti- 
gatioD was set up. But inves- 
tigators now say ^ much as 
I£100m may have been held 
in the Ansbacher accounts, 
which were controlled by 
Des TTaynor, Mr Hangbey's 
former accountant 

In a peralld development. 
National Irish. Bank, a sub- 
sidiary of National of ads* 
traJia Bank^ last week 
announced it was discontin- 
uing one. of its offshore 
schemes in tiie Dsle of Man. 
after an investigation by 

Radio Telefis IWraann 


Getmahy’s regional states yesterday relected a call to 
suspend the deportation of refugees from Algeria whose 
appQcatioDS for asylum have been turned down. But at a 
meeting with tbe foderal interior minister, the states' 

ministers said they would revl^ deportations on 
a case-by-case basis. 

Manfiod Eanther. the fodmal minister, said no refugee 
whose life would be endangered by returning to Algeria - . 
would be deported. 'Whfie (xermeny's asyhua laws are laid 
down by Bonn, the sixteen re^onal sta^ are responsible 
for carrying tb iwn out. The request for a suspension came 
from Schlesw^'Holstein, which is governed by a 

Ted-green” coalition of Social Democrats and Greens. 

States ruled by the Christian Democratic Union opposed a 

suspension. Gllxithmr Beckstein, interior minister in - 

Bavaria and a xoamber of the CSU, the sister party of the 
CDU, warned a suspension of deportations would create 
“a general restii^ place" for rtf^ees. 

Yesterday’s decision was supported by tbe federal 
govenunenL In a paper submitted by the foreign ministry, 
Bohn said it had no evidence of deliberate persecution by 
the Algerian state of people for reasons of race, religion or 
membership of an ethnic minority. Iliese are the criteria . 
for protection from deportation. 

F^'edaiek StOdemami. Berlin 

■ FRENCH TOLL 

Political discontent high 

The public mood in France is quickly souring, with 
pnliHftfll diaftrwifant wiiwt pronoUQCed atnnng fVimmiinigts 
the fer right and Independent voters, a public opinion poU 
suggested yesterday. 

The BVA polling group said public morale had fallen to 
low levels seen in April 1997, when President Jacques 
Chirac «himI an early parliamentary election that his 
conservative aiues lost. 'This drop in morale corresponds 
to a fell in the popularit>' of political leaders, especially 
the prime minister [Lionel Jo^In].” it said in a 
commentary. “The logical question is what impact tbig 
wifi have on the economy.” France holds regional 
elections next month in the first test of support for 
Jospin’s coalition of Sooalists, Commumsts and Greens. 

BVA'said its regular survey of the public mood ^ovrod 
a sharp rise in discontent in recesit months, with tbe 
index of satisfection standing at 41.5 on a scale of zero to 
100. The survey showed Qie public mood hit its lowest 
pmnt in recent years during a round of strikes in 
December 1996, falling to about 37; It rose to alzoost 50 last 
autumn thanks to Mr Jospin's popularity. Reuters. Paris 

■ TURKISH ISLAMISTS 


Constitutional chaise sought 

The Welfare party, tbe Tmkjsb ^amist party which was* ' 
closed for anti-constitutional activity last month, is to ask 
parliament to protect any successes party from tlw samg 
fete, according to local r^>orts. The Anatolian news 
agency said Welfere would seek a number of rhflngwg to 
the (xmstitution this wtok to increase the burden of proof 
in: a party closure Case, reduce pQxsshmmit for party 
memb^, and leave tiie final decision to parliament 
The constitutional court cli:^ Welfere for violating 
Turkey’s secular constitution, stripped its ladd er 
Necmettin Erbakan of bis seat in and barred 

him from political leadership for five years. Welfere 

deputies will becteneindependentsuiien tbe decision, is ' 
officially published, probably latex this Ttipritb But they 
will still make' up the largest group in parliament. 

fifr Eihakan said tbe felamist cause would pon tiii u^ 
under the flag of a new party, and promised to to ke the 
case to the Eun^tean Court tit Human Rights. The 

Islamists have offered support for the Turkish 
governmemt’s programme in return for the pewsage of the- 

legal changes they want Talks on the deal were 

postponed for a public holiday last we^ and are expected 

to resume soon. . Reuters. Ankara 

■ POLAND-EU 

Warsaw names negotiator 

Poland is to appohit Jan Rnlakowski, a 68-y^-old lawyer 
and former secretary general of the International Labour 
Organisation (ILO), as its chief n^otiator with the 
Euzopeah Union. The country is dne to start memberehlp 

talks with the EU next mmoth, aloz® with four other 

central European states. 

Mr Knlakowski. a Polish emigre under the communists. 

headed Uie cpuulry’s EU embassy from 1990 to 1996 and 

lattt acted as an advise^ the state Cmnmittre for 

Europeau Iiitegration (KZE). whhh'bandla EU aSairs. BSs 
formal appomtment is expected .on Thursday after Jerzv 

Buzek. the prime minister, retunis from Gmnany. 

The foreign mhustry and EIE have compe te d 
which institutton will steer the negotiatioins. A 
spokeswoman at EIB saidBJr Knlakowski would renort to 
both tbe prime minister and to the gre Ja^ 

Saryusz Wolskt an expert on the EU and a fevo’urite for 

the negotiating post, saw his candidacy founder after the ' 
government refused to acc^ his demand that he be 
todependent of both the BE and the tar oigw 

Warano 

■ EBRD CONFERENCE 

Funding for Ukraine hotels 

The ^ to Jtecohst^ 

bas said It will lend Ukraine moxMy to zcduzln^ two 

of the fflRD’s animal conference to be 
held m Rjev next Bday. . w pe 

Ukrainian officials said after a weekend meetine •: 

b^een.Ch«tes Prank, EBRD vice-presidenL Svatov 
Postovmtn^, Ukraine’s prime minister, thgt rnwafna 
would be able to draw on an existing credit Uhe of *hont . 

$l30nL meant for the devdopmtofS SSfaS 

medto-^ed muenniaes. to refaibish the Dnipni arid the 

Andreeyskaya hotete m Baev. EBRl) 0^^ 

.figmw.for the credits at $2zn:g3m per h'ot^ ■ 

An estimdM 40^peaple will descend on Kiev for the 
May 9 conference,, addeh is held everv vear in a - - 

city in eastern Europe and the formw I^AUnfo?^ 

Otorfes C&»er,'Efeq ' 
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e to Azeris’ iron ruler 



EX'KGB cli^ detefnim on to overwhelming power in presidential polls 

*^r a«1*v ATU,iJ 'i --- - — — -- - - - 


H ey<lar Aliyeir, pn^. 
deixt of Aiz^baijan; 
Was virtually alone 
over the weekoid, 
sitting 1 q oq$ of the iew w^- 
lit rooms of his dix^ X^red- 
dentiai building overiopkmg 
the Caspian S^a ' . - 

Tte former KGB chief and 
Soviet politburo znembePr s 
^own workaholic, shows 
little sign of nagpmg de^te 
his 74 years. Id. October .be 
a presidential electiion^ 
and shows every sipw of 
wanting, to serve a samri fl 
five-year term. the people 
want me to stand, 1 wai not 
refuse,” he said hi an inter- 
view. 

Little moves in this, coos- 
try of 7m petite viitbcnithSr 
Aliyev’s sanction has 
overwhelming authbi^^vV 
not popularity, in Azohaijah 
and is presiding orer an 
incipient oil boom. - 
Yet until the benefits pf 
the vast energy, reserves 
beneath the Castrian sea are 
felt by the man in the street, 
he win need aU' his legend- 
ary survival skills. 

His predecessor, AbuZfez 
Elchibey, whom Mr Aliyev, 
ousted in a coup in 1993, is 
back in the capital, Baku, 
resuming political after 
4Va years in self-imposed 
exile in the mouutaino^ 
r^on of Nakhichevan. -At. 
the weekend he chaired a 
congress of his party, the' 
Popular .Front, . vowing 
before over 1.000: supporters 
that he would bid for povrer. 

“We are going to ^ht foe 
power, absedut^. we do not 
bide that,” the former pro- 
fessor and Soviet-era dissi- 
dent said in an interview at 
his headquarters. A tall dig- 
nified man, Mr Elchibey is 
renowned for his inte^ity 
and commitmeat to demoo- 


ueydar Aliyev (tefti- IDs predecessw, Abnlfoz Elchibey whom Mr iUiyev ousted m a coup in 199S. is back in Bakn 


racy, afthough his brief -pr^ 
idenpy is rmnembored for its 
chaosi.ahd.mfotary fosses,.... . 

Commentates say Mr'Ah- 
yev woiild probably' win an 
election if it- .were --held 
.tomom)w. Ih' bis . five years 
in-office, he has foougbtsta- 
IMty to foe tuihuittt Cau-^ 
casian . republic ' Slid Ifos 
estahUshed his ifowly Incfo 
pendent country on the 
vnwld stage, secufoig oil con- 
tracts worth $30^ with lo^ 
e^ companies. 

Yet he has fail^ to^ke^ 
one promise: to win a peace 
settlement in Nagorno-Kara- 
bakh and -its surrounding 
•districts, 1<^ to Armona in 
six debiUfotang years, of war. 

^ere is growing dii^Uu.- 
sionment' among foe coun- 
try’s ^000 r^tig^ Many 
still five in poverty in t^ 
camps and public buildiiigs. 
and are losinig hope they win 
ever reCum home. 

Mr Aliyev, is once more 
pnauisiDg a settlement this- 
year, even timu^ talks are 
deadlocked. ”We really want 


ccmicrete resnlts for a peace- 
ful solution of foe conflict in 
1996,” he said. Delivering on 
that promise wiU be rfHAtniit 

He is relying on more for- 
eign Investinent to help 
Azerbaijan's economy. For- 
eagn investment brought in 
$L5bn last year. Bdr Aliyev 
said, and he expected an 
increase in 196& ”It win 
increase foe republic’s reve- 
nues and we wifi solve social 
problems,”Jie declared. 

- Althqi^ his gov ernm ent 
has stabilised the economy, 
factories remain idle and 
there is huge unemploy- 
ment. Many Azeris live 
below the poverty, line. A 
hospital doctor eanis $30 a 
wviTrth , a govenunent 'minis- 
ter $40. Corruption is rife 
and democratic reforms 
painfully slow. 

But Mr Aliyev has foe 
advantage of complete con- 
trol oS the press and televi- 
sion in Azerbidjan. Censors 
sun efa^ eveiy newspaper 
before it goes to print Last 
year they , removed 27 whole 


stories fixmi the papers and 
slashed 264 qfoers vdfo their 
scissors, acco rding to the 
Comznittcye to Protect the 
Joumalist^of Azerbaiian. 

Two we^ ago the aufoor- 
ities dose^jiearly 100 news- 
papers and several regional 
television station. It was 
ostensibl;^Bo introduce a 
new le^irfil^an system, but 
the move ■‘‘was seen as a 
warning shot to critics at the 
start of an dectiou year. 

Human i^hts organisa- 
tions estiihafe there are 300 
political prisoners in Azer- 
baijan, but Mr Aliyev dis- 
missed complaints of biTwaw 
dghts abases and press 
restrictioi^’ as false. 'Head 
our ne w spip e re and see how 
they ciiti^Be our policy and 
scold us. ”700 lau^iing. 

He a^nowled^ Azerbai- 
jan was g^ppiiwg with wide- 
spread cc^niption. ”We are 
sighting i^ut unfortunately 
it is not*^foat easy to 
out this evil,** he said. His 
closure of Baku’s casinos 
and nightclubs last week 


was a measure against “eco- 
nomu: crime”. 

His attitude towards Mr 
Elchibey suggests he sees 
the former president as a 
serious opponent, but be 
cannot resist a personal 
swipe. "He could not survive 
in that post more than a 
year. As soon as the situa- 
tion became difficult he lost 
the administration. He does 
not have foe political and 
personal qualities to take on 
such a big political job.” 

Mr Elfoibey, who has no 
access to national television 
and radio, may in foe end 
boycott foe elections. ”l do 
cot doubt that Aliyev will 
win.” says Mr Elchibey's for- 
mer strategic and economic 
adviser. Sabit Bagirov. 

IronicaUy. Mr Aliyev, who 
promises free and foir elec- 
tions. needs Mr Elchibey as 
an opponent ”It would be 
very ^>od for Mr Aliyev if be 
could beat Elchibey in elec- 
tions.” Mr Bagirov said. 

Carlotta Gall 


GauUists stay loyal 
to absent Chirac 


By Andrew Jack in Paris 

After a rousing party 
congress in Paris, there is 
btlle doubt about which con- 
temporaiy politician best 
incarnates France's Rassem- 
blement pour la R^ublique. 
the centre-right Gaullist 
movement. 

It is the RPR’s founder. 
President Jacques Chirac. 

Philippe Seguin. his close 
ally, may have taken charge 
of the struggling party last 
year. Alain Juppe. Mr 
Seguin’s predecessor, may 
have beeo partly rehabili- 
tated since contributing as 
prime minister to foe RPR's 
humiliating defeat in tbe 
general election last June. 

But the greatest applause 
from foe hundreds of part>* 
acti\'ists at the Porte de Ver- 
sailles congress centre last 
weekend ivas for Mr Chirac, 
tbe who founded the 
RPR in tbe same hall in 1978. 
and who th<« t>mt» was not 
even present 

By failing to vote clearlj* 
for a change of name for the 
party, they showed their 
lukewarm support for Mr 
S^guin, who had proposed 
the ide^ 

Mr Chirac has taken a 
back seat role at the RPR 
since his election to foe Ely- 
sfo Palace in 1995. But the 
continued reverence in 
which he is held illustrates 
that the RPR is less a politi- 
cal parts* with a fixed ideol- 
ogy' than a machine to elect 
chosen candidates to power. 

The approach is nothing 
new. Many of France's par- 
ties are centred more cm per- 
sonalities than on policies. 

General Charles de 
Gaulle's Rassemblement du 


Peuple Fran(:ais tRPF). 
which ser%'ed as the inspira- 
tion for the RPR, was the 
perfect example. In 1946, a 
year before he launched his 
mo\*ement, be called for "an 
elite. . . weU beyond all pre- 
occupations of party and 
class". 

Take the new' “statement 
of values" overwhelmingly 
approved by activists this 

weekend. It rang fcH- support 
for ever>*thing from foe idea 
of the family, work and 
responsibility to the autbor- 


The strongest 
response to 
speakers came 
when they made 
references to the 
defence of France 
against either 
Europe or 
immigration 


ity of tbe state, equality of 
opportunity and social soli- 
darity. The fight against 
unemployment was fre- 
quently discussed. 

The problem is that many 
of these values could equally 
belong to tbe more prag- 
matic wing of Prance's rul- 
ing Socialist party. No sur- 
prise that Mr SSguin has 
been criticised in some quar- 
ters for failing to provide a 
sufficiently aggressive and 
coherent criticism of the 
government. 

There is little doubt that 
the underlying message of 
tbe RPR *• reflecting the 
views of many gathered at 
last weekend's meeting - is 


populist. The strongest 
response to speakers came 
when they made references 
to tbe defence of the French 
nation against either Europe 
or immigration. 

There is some evidence the 
movement is beginning to 
endorse more liberal eco- 
nomic refonns. That refieets 
a rehabilitation within the 
RPR of old bands such as 
Edouard Balladur. the for- 
mer prime minister who 
dared run against Mr Chirac 
during the 1995 presidential 
campaign, and of Nicolas 
Sarkozy, his budget minis- 
ter. who supported him. 

Mr Seguin recognised the 
forces of globalisation, and 
spoke out against the Social- 
ist-led goveniment's propos- 
als for a 35-bour working 
week. He argued the UK 
“New Labour" prime minis- 
ter. Tony Blair, had about as 
much in common with his 
French counterpart as “a 
bagpipe with a sperm 
whsJe." 

But he was equally scath- 
ing about the risks of “sav- 
age globalisation which 
would transform tbe planet 
into a gigantic casino”, and 
called for a tax on interna- 
tional capital movements. 

No doubt thinking tacti- 
cally. he welcomed Francois 
Leotard, bead of the UDP 
coalition of centre-ri^t par- 
ties. to the RPR's gathering. 
But he reiterated his opposi- 
tion to a merger of the zsove- 
ments ahead of regional elec- 
tions next month. 

The comments appeared to 
go down relatively weD with 
foe party activists. Whether 
they will be so successful 
with the French electorate 
as a whole is another matter. 


Greek Socialists split 
on limiting nnion rights 

By Kerin Hope In Attwns . Reece’s recent prt^ess ^ty bus services and dday- 

towards meeting the EUro- 1^ domestic and intensa* 
Several thousand protesters pean Union’s tai^ets .on tlonal flights by Olympic 
gathered yesterday evening Jnllatian azud the budget di^- Airways, the state carrier, 
outside the Greek pvlfo' . at The protests broadened to 

ment while legislators held a -ing fox. rmrenoes and mahx-. include formers angered by 
stonny debate on foe Soda]- . tainh^..a ”sdx«g -drachma” lower EU crop, subsidies, hi 
1st goveouomt'S; P9vip9sa^ .policy -tocrestrict import^ central Greece, farmers 
for curbing cdQecfive:.bar- Infiattan,. rafogr foan cotb- massed tractors close to foe 
gaining rights at loss* Ing public spenfong^- mun north-south highway, 

making state Corporations., Several Socialist deputies threatening to repeat a dam- 
The proposal, ^med at threatened.tb break ranks aging Uockade that caused a 
Improving productivity Jn and .vote against the mea- sharp fon In industrial out- 
four subsidised public- entei^ suires. But some coosarva* pqf in 1996 and paralysed 
prises, h^ triggered strong tire deputies were eiqtected Greek e^portera. 
reactions from Greece’s pub- to back , Costas Sindtis*-. foe The confrontation, with foe 
lie sector unlcms and clashes loform-rnlnded. prime minis- poblic sector unions marks 
between rival factions in the ter,' In a vote seeii as a test foe start of a canipaign to 
Socialist party. Reducing foe of tbe governments commit- dit costs at a group of 36 
deficits of state otterprises ment to structural reforin. state corporations, mainly 
has become a priority as foe Pressure oh the govern- utilities and transport Organ- 
Socialists set thmr .^ghts on mext mounted yestc^lay: as isations, which are to be 
joining foe Europ^n singTe transport unions etarted a restructured and partially 
currency by 2001. week of strikes, halting! privatised.- 

Con artists prey on 
victims of share scam 


ByCiay Harris, 

Banking Corrrapondent 

Con artists are posing.as US 
Securities and Exchange. 
Commission investigators ,in 
an attempt to entice more 
money out of victims of an 
international share sales 
scam. 

Their effrontery aston- 
ished the regulators investi.; 
gating foe ease.- One said:. 
“It’s incrediWe.” 

Batiigate, Dres^&Pierce 
(6DP). an Irisb-registored 
company, sold shares in 
three small US companies - 
before it was closed, by P(p 
tuguese regulators in 
November. Idany customers 
have not reedved share cer- 
tificates. 

Tbe Bwrni entered a second 
stage wbmi enstomms were 


approached with offers for 
their shares at many times 
tifo-market price. The offors 
m dependent on tbe pay- 
ment of advance fees, wfoch 
regulators say inevitably dis- 
appear, -multiplying poten- 
tial losses from foe $16m 
already at risk. 

Customers have foan been - 
contacted by Tn «m who claim 
to be 'official ^ternational' 
fraud investigators”. The 
men. give assurances that 
tbe offeis are genuine. 

Winchester Capital -is one . 
of three names being used in 
this phase of foe scam. .It has 
told investors to .contact a - 
Tpsn decrib^ as an ‘inters 
nation^ .investigation offi- 
cer” for the SEC at a tele- 
phone number in -Atlanta, • 
G^rgia'- The mtmber has no 
connection" with the US 


c^ency, investigates said. 

Winchester Capital has 
also told several costomexs 
it has been authorised by 
Portuguese authorities to 
deal with the matter. But the 
Portuguese financial r^nla- 
tor CMVM said last week 
that *><i« ciaim was “ahstk 
lately false”. Investigators 
-have found no evidence that 
: Winchester Capital exists. 

The multi-phase scam is 
being investigated In at least 
seven countries. 

Portuguese regulators 
have also urgently requested 
that one of the coontry's 
leading banks freeze BDFs 
accounts. Since BDF was 
closed, at least $80,000 has 
been transferred from its 
account at Banco -Esi^to 
Santo in Lisbon to Lie^ten* 
stein. 


ussian court deals blow 
) curb on right to move 


By Chrystia Fredand 
'm Moscow 


al registratiott, 'a 
he Soriet era which 
» to restrict the 
of moyememt of 
T Russian people* 

. a battering from 
istltutional Court 
¥■ 

ipal registration, 
IS tbe prop&ko.sys- 
qnired people to 
residence penaSi to 
particalar city.- 
ay Bnssian cities, 
f Moscow, foe eye-, 
vails todayt 
g the labour maikat 
sting bureaqcraitic 


nighfouD^ for todividnals 
PhQftmg tomove- from one 
dty'toanotha*. 

. In a measure prids^ by 
i ^iwwan rights activists, .the 
Constitutional Court ruled 
the govemineDt did not 
have the authority eifoer to 
grant or deny people' permis- 
sion to live in a particular 
city. ; 

The Court ruled registry 
tion was penaiariM e onl y if 
it was simply a f brm of 
•^tification” of foe manici-. 
•paL authorities. 

'Veronika Kntsylfo, a Bne- 
Eian journalist who fonght. 
and won a battle with the 
Moscow ' city govenunent 
over its Imposition...of a 


steep .fee for a local resi- 
- dmice permit, welcomed foe 
conrt’s de<$$ioiL 
. Bni she warned that in 
practice individuals were 
stiU likety to be forced into 
prolonged battle with tbe 
ahthorities to secure their 
eonstitntiOQal rights. 

Ms KutsyOo warned -that 
Knsrians woold still have to 
fight it out with their 
mnxiictpal govmmuients in 
tbe courts. “People will 
have to take the government 
to co^ that is very diffi* 
colt. Our people are not 
accustomed to turning to 
the courts,- so 1 think the 
sitnatloa will remain much 
as it is for most.” 
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NEWS: ASIA-PACIFIC 


Australia 
opens 
debate on 
republic 

By Gwen Robinson 
in Canberra 

Republicans dominated the 
first day of Australia's con- 
stitutional convention yes- 
terday in the disused former 
house of parliament in Can- 
berra. John Howard, the 
prime minister, gave the 
opening address in which he 
reiterated his support for 
retaining Britain’s monarch 
as Australia's head of state. 

But he pledged for the first 
time to hold a referendum 
about a republic next ^’ear. if 
the two-week convention 
could reach consensus on a 
preferred republican model. 
If the convention faUed to 
agree on a sin^e model. Mr 
Howard said he would bold a 
non-binding poll to decide on 



Howard: referendnm pledge 

the republican question. 

However, he quashed spec- 
ulation that such a referen 
dum could be held conctn^ 
rently with a federal 
election, due some time 
before May 1999 and possibly 
within the next six months. 

Over the next nine work- 
ing days, the 152 delegates to 
the convention - half elected 
by voluntary vote and half 
govemment-appointed - will 
consider various republican 
models as well as the central 
issue of whether Australia 
should cut its ties to 
Britain's monarchy. 

Republican leaders 
claimed after the first ses- 
sion that a pro-republican 
consensus was already clear. 
But monarchists pointed to 
deep differences between 
various republican groups 
on the form of a new repub- 
lic - particularly on the 
issue of whether a president 
should be populariy elected, 
elected by parliamentary 
vote or appointed by a coun- 
cil of eminent people. 

Both monarchists and an 
overwhelming majority of 
republicans, however, 
rejected a proposal by one 
republican delegate earlier 
in the day to bring forward a 
vote on whether .Australia 
should become a republic or 
retain the present sj'stem. 

Trading 
goes into 
deficit 

By Gwen Robinson 

Australia recorded its worst 
monthly trade deficit since 
June 1995 yesterday, fuelling 
fears of a collapse in the cur- 
rent account deficit. Peter 
Costello, Australian trea- 
surer, said he was “sur- 
prised" by the increase In 
imports. Figures published 
yesterday by the Aust ralian 
Bureau of Statistics showed 
the country's seasonally 
adjusted balance of goods 
and services showed a deficit 
of ASBSOm ($58%n; in Decem- 
ber, a sharp reversal from 
the revised $509m surplus in 
November. 

Mr Costello said the deficit 
was caused by a strengthen- 
ing of the economy last year, 
which drove a surge in 
imports. Imports in the 
period rose a monthly 12 per 
cent while exports fell 3 per 
cent The result was more 
indicative of a strong domes- 
tic economy than a fallout 
Cram Asia's economic tur- 
moil, he said. 

Private economists agreed 
with the treasurer's progno- 
sis, although they warned 
that export levels would 
deteriorate this year. Mr 
Costello noted exceptional 
strong factors during 1997 
had helped bolster export 
figures last year, including 
the A$1.8bn sale of Austra- 
lian gold reserves by the 
Reserve Bank of Australia 
and a ASSOOm sale of a naval 
filgate to New Zealand. 

The government's eco- 
nomic forecasts for the fiscal 
year to June 1999 had taken 
Asia's downturn into 
account, with growth pre- 
dicted to slow to 3.5 per cent 
in 199999 from 3.75 per cent 
in 1997-98, Mr Costello said. 


Singapore to loosen finance grip 


By Sheila McNulty in Kuala Ltanpur 

Singapore yesterday unveiled 
wide-ranging proposals to reform 
its financial services sector 
in an attempt to compete more 
eSectively against rival regional cen- 
tres. 

The authorities on the city state 
have been e^er to eliminate barri- 
ers in the financial services sector, 
which accounts for about u per cent 
of the economy, to bead off mount- 
ing competition bum emerging mar- 
kets such as Malaysia and catch up 
with Hong Kong. 

ScoDomists say the r^onal finan- 
cial crisis has helped Singapore's 
efforts. For example, it has forced 
Malaysia to curb fuj^er liberalisa- 
tion, setting back its attempts 


to become a regional financial 
hub. 

The propos^ were made by a gov- 
ernment-app<^ted panel of hankers 
and businessmen and are designed 
to loosen the authorities’ ti^t grip 
on the financial Industry. The panel 
was set up last year and has since 
been studying measures to counter 
regional competition, notably from 
Hong Kong but also from emerging 
maricets. 

If passed Into law, the panel's mea- 
sures would give people more con- 
trol over their investments. The 
panel recommends allowing individ- 
uals to invest in private funds the 
pension monies they are forced to 
placed with the Central Provident 
Fund, a government-run pension 
fund. Analysts said this represented 


a big boost to the pension fund 
industry. 

Analysts said the proposals - 
which should be accepted by the 
government — would trigger the 
much-desired liberalisation of Singa- 
pore's financial Indnstry. This Is 
seen as a erueial preface to any chal- 
lenge to Hong Kong, the r^onal 
financial hub. 

“You wouldn't say it’s a big 
bang, but a lot of little bangs 
bundled together,'* says Andy Tan. 
economist at MMS Intemation- 
al/Standard & Poor’s in SIngapom 
“Some of the proposals are quite 
suhetantiaL" 

In the equity market, the propos- 
als include: authorisation of borrow- 
ing and Imdtng of securities: cancel- 
lation of stamp duties: and allowing 


listed cornpanies to buy back their 
shares. 

The panel suggested developing' 
the debt and deitvativK xoarket by 
gHftUgViing’ Withholding on bonds 
and other debt and, listing a Singa- 
pore stock Indmc on the Singapare 
International Monetary Ezchahgel 
Tbs panel said the Stock Exchange 
of Singapore should be encouraged 
to initiate trading In sever^ dislva- 
tive products, and that more longeor^ 
tenn government bonds- should he. 
issued in an attempt to create an 
Asian hub for debt trading. 

Economists praised the Singapo- 
rean authorities for not allowing the 
regional crisis to del^ its reforms 
while other, less sound; nei^boors 
become bc^iged down with staving 
their immediate problems. 


Beijing’s ‘softly softly’ overture 
strikes a flat note with T aipei 


The offer of 
cross-straits 
political talks 
does not go 
far enou^ for 
China’s island 
neighbour 

A series of conciliatory 
overtures by China 
towards Taiwan in 
the run-up to the Chinese 
New Year has so far met 
with a cool response, with 
Taipei saying the gestures 
do not go far enou^ 

Beiiii^ has oSered to open 
cross-straits political negoti- 
ations and. in an unprece- 
dented concession, has 
suggested Taipei's recogni- 
tion of the authority of the 
People's Republic of China's 
central government need not 
be a precondition. 

The overture stopped short 
of meeting Taipei's demand 
that Beijing recognise the 
reality of two sovereign gov- 
ernments. China still insists 
Taipei accept Its “One 
China" principle, meaning 
there is only one China and 
Taiwan is a part of it. 

Chang King-yu. Taiwan’s 
China policy ^ef. welcomed 
Beijing’s fr^ approach but 
restated Ttdpn's long-stand- 
ing position that the two 
sides should return to the 
technical talks broken off in 
1995, before embarking on 
political talks. 

On the Chinese side, the 
comments from Tang Sbn- 
bei, China's chief negotiator 
with Taiwan, that recogni- 
tion of Beijing's authority 
was not a precondition of 
talks, were followed by a fur- 
ther wooing editorial in the 
People's Daily. 

The official mouthpiece of 
the mainland's ruling Com- 
munist party stressed the 
need to return to Uie negoti- 



Head to head across the Tkiwan Strait Beijing’s Tang Sbnbei (left) and his Taiwanese 
counterpart Chang Eing-yn f^tM%tndAP 


ating table, promising Tai- 
wanese interests wonld 
“never be harmed after re- 
unificatioo. 

“Political negotia- 
tions ... are the key to pro- 
moting further development 
of ties between the two sides 
at this juncture," the 
People's Daily said. 

Beijing suspended a dia- 
logue with Taipei In June 
1995 after Lee Teng-hui, 
Taiwan's president, visited 
the US. 

Relations worsened fur- 
ther at the time of Tsuwan’e 
first democratic presidential 
election in March 1996. when 
China conducted war games 
off the Taiwanese coast, a 
blunt reminder Beijing 
would not tolerate any move 
towards independence by an 
island it has considered a 
renegade province since 
Taiwan brote with the main- 
land after the Communists 
took power in China in 1949, 

The origina] talks, begun 
in 1993. had covered practi- 


cal matters ranging frrom 
repatriation of hijackers to 
resolution of fishing disputes 
and handling of registered 
mail, hut not sensitive politi- 
cal issues. 

US officials have recently 
been quiet^ working behind 
the scenes to bring the two 
sides back to the negotiating 
table. China’s public state- 
ments on relations with 
Taiwan have ^wn a mod- 
est but marked improvement 
in recent months, with 
increasingly frequeut refer- 
ences to the need to resume 
political talks. 

Since Hcmg Kong's return 
to China on July 1 1997, Bei- 
jing has sought to persuade 
Taiwan of the merits of the 
“One Country. Two 
Systems" formula that has 
enabled tbe former British 
territory to return to Chi- 
nese sovereignty while 
remaining responsible for 
governing its own economic 
and social affaln. 

The interests of Taiwan 


compatriots will -never be 
banned after re-imification 
is realised accordi^ to 'One 
Country. Two Systems’.* the 
People's Daily declared. 

But while Beijing' presses 
fbr resumption of bilateral 
talks, tbe Chinese leadership 
has been triced by Ihe grow- 
ing firequency of meetings 
between south-east Asian 
government leaders- and offi- 
cials from Taip^ 

T he Chinese state 
media have offered a 
sceptical interpreta- 
tion of Taiwanese offers of 
financial a-ssistanoe to Asian 
economies in finanriai trou- 
ble, suggesting -TUipei is 
seeking greater political sup- 
port in tbe region In return 
tor economic aid. 

'Ihe China Dafiy, for exam- 
ple, said Taiwan’s “sincerity 
in seeming to offer help 
must be suspect*. The Dews- 
paper criticised the tour of 
fom- Asian couaBesiby a 
senior TaiwaneS official 
g : 


earlier this month and 
warned other Asian couzh 
tries away from accepting, 
financial assistance if It 
might “barm the all-impor- 
tant relationship" between 
China and Taiwan. 

Diplomats in Beifii^ have 
SQ)arately reported that the 
govenunent is con- 
cerned that Taiwan, vrtiidi 
has weathered the fmanHai 
turmoil in Asia compara- 
tively well, nd^t esQdolt the 
region’s financial crisis to 
increase its diplomatic influ- 
ence over its nri^iboms. 

Eariier month. China- 
issned a public warning to 
Singapore not to damage tte 
friendly Sino-Singaporeah 
bilateral relationship by 

witm-talntng . from 

Taiwan. 

The Chinese government 
is understood to have issued 
ghnUar Wamin gn in. private 
to the representatives of 
other Asian countries in Bei- 
jing, whose leaders have 
held informal exchanges 
with Taiwanese leaders this 
month. 

However, the economic 
turmoil Is also being viewed 
as a potential catalyst tor an ' 
easing of cross-straits ten- 
sions. 

The troubled economies 
elsewhere in Asia have re-in- 
forced the long-term impor- 
tance of the mainland Chi- 
nese market to Taiwanese 
companies and Beying has 
been quick to trumpet the 
logic of greater economic 
cohesion. 

The state media have re-is- 
sued their call bn Taiwan to 
lift the ban on direct trade, 
transport and mail li^s 
betw^n tbe island and the 
mainland. 

“Tbe Taiwan authorities 
should not let pblitica] differ- 
ences interfere with eco- 
nomic co-operation,* tbe 
People's Daily said. 

Laura Tyson and 
James Hkrdi^. 


NEWS DIGEST 


Koreans hand in 
$ 900 m in gold 

South Koreans have donated gold worth about ©oom 

folldiring a govermzient appeal help 

trs^s dhniziishmg reserves. The success of ^ donation 

schehm has feressceeded the expectations of ba^rs ^ 

to have.encouraged other Asian countries to try 
to Imitate it 

Two .we^ ago on Army Day. Thailand's aimed ibices 
formally i gimche d a campaign to coDect gold donatmrK. 

So far the military it has collected over 30kg of 

gbid-fifom the The appeal for gold donations was 

led hy ^ Housing and Cmnmercial Bank, a semi state- 

owned bank based in Seoul, which recently announced . 

the fignre. 

• -rite Thai gov«nimeat says those handing over tbe pre- 
cious -would be-presented with a certificate and a 
pin. The gold xvffl be melted down into gold bars and used 
to bolster reserves or be sold on tbe world market for 
faanl currency. Tbe chief government spokesman, AmpoI 
Smasariiait, says the govenunent was further examining 
a goldfbrJsonds exchange prc^ranune but he plays down 
arpnf*atiij i pR of Soutb Korcan-type numbers. “Its a sym- 
bolic thing “ he says. “Gold is a symbol of lusnry and ■we 
want to aVw.that when the country is strog^ing people 
win fdve those luxuries up.* Tsd Baniocke. Bcwgfcofc cmd 
WSHam Laois, New Fork 

■ South Korea reported its third consecutive monthly 
trade sDiplus in January, but economists said a surge in 
Inflation was only the b^hmlng of the pam that awaited 
the. country in the m onths ahead. Inflation as measured 
by the consume price in&x soared to 8.3 per cent in Jan- 
uary from 4.7 per cent a year eariier. . Reuters. Seoul 

JAPAN 


10-year Hamanaka jail call 

Japanese prosecutors yesterday requested a lO-year prison 
fQqf Yastto once the leading player in 

the ^obal copper maritets, for fraud and forgery in con- 
nection with $2.6bn in trading losses. Mr Hamanaka, the 
former, chief ctgiper trader of Sumitomo Corp, was present 
at the Tok]fo District Court session but given no opportu- 
nity to omwmBnt He already pleaded guilty to the ' 

against him 

Frosecutors said Mr Hamanaka used comply methods 
of fraud and foigeiiy for more than 10 yeaxs to hide huge 
losses from unauthorised trades, while reaping personal 
gaing for himself and bis former boss, Saburo Shimizu. 


In June 1996, Sumltomb stunned tbe world's metal mar- 
kets by annnunring huge copps' trading losses, which it 
MamcH on unautiiorised deals by Mr Hamanaka. Mr 
Hamanaka was once known in the copper market as “Mr 


Five Per Cent" because he was rumoured to have con- 
trofled that modi of the world’s supply. His next hearing 
is sch^uled for February 35. Reiuers, Tokyo 

PH1UPPINES 


$3bn borrowing for reserves 

The Philippines will borrow $3bn to boost its intenoa- 
tlonal reseaves. Gabriel ^ngson. central bank got'ernoir, 
said yesterday. The bulk of the borrowings will come 
from a caie-year $i.5ba loan syndication, in addition to a 
three-year tloh loan of up to glbn. Following a lengthy 
abseaice from tbe capital markets, tbe central h ank plans 
to raise about 9200m with a Sve-year Europeso bond. “I 
am coaofldeiit timt with these measures ou r gross interna- 
tional reserves can increase substantially in tbe next two 
months,'' Aft-Singsou said. Justin Mansad, Manila 

THAILAND 


Inflation increases sharply 

Inflation inmped sharply in Thailand last mouth with the 


coDSumer price index stepping up 8.6 per cent year-on- 
year, its biggest monthly increase for three years. The 
increase, after a 7.7. per cent year-OD-year increase in 
December, will hei^ten fears that there will be an infia- 
tidoary backlash this year following the halving in tbe 
value of tbe baht since its flotation on last July. 

The commerce miziistiy said that rising food prices - 
wh^ account for over a third of tbe index - were 

nia&ly r^poiisihle'for the Inci^^ up 9.7 per cent in Jan- 
uaryKJver the year beCm. WSHttm Barnes, Bangkok 


Sri Lanka mounts big 
security drive for prince 


INTERgMIONAL ECONOMIC INDICATORSrFiaCEr AND COMPETTriVENESS 


Vcwfy Rujres art SwiwgH Met tonn wOi Iht eonwngn btM ywr.of leSS. rea> < 
tt» pate * M ot chwigeggr ttw conwponSng parfMf In On tJiBViOHi yttr vkI:** i 



■We.latn Mw ttvcughoui; other quanerty and m oc iU iiy flgirai Mhaw 
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By Amal Jayaslnghe 
in Colombo 

Sri Lanka is braced to 
welcome Britain's Prince 
Charles with an unprece- 
dented security operation 
involving sealing off parts of 
the capital amid fears of 
Tamil Tiger attacks, officials 
said yesterday. 

Thousands of heavily 
armed police and soldiers 
poured into Colombo, the 
capital, before the country’s 
Independence 50th anniver- 
sary celebrations at which 
Prince Charles is due to be 
the main guest, security offi- 
cials said. 

In spite of tbe extraordi- 
nary measures, the govern- 
ment cancelled a public 
reception for the British visi- 
tor on Thursday, the final 
day of his three-day visit, 
because of concerns 
expressed by his advance 
security staff. 

Prince Charles’ pro- 
gramme was drastically 
scaled down after a truck 
bombing last week in the 
central hill resort of Kandy. 
72 miles east of Colombo. 
The government blamed tbe 
separatist Liberation Tigers 
of Tamil Eelam fLTTE) for 
the attack that killed 16 
people and devastated tbe 
coimtry's holiest Buddhist 
shrine where Prince Charles 
was to have attended a ser- 
vice. 

Ceremonies were hurriedly 
shifted to the capital where 
dozens of new road blocks 
were set up and bunkers 
built ovemi^t to secure the 
new venue for ceremonies 
opposite the national parlia- 
ment tomorrow. 

The government banned 
trucks and otbei heavy 
vehicles finm entering tbe 



A potential embarrassmeat fbr Prince Charles was averted 
when science fiction writer Arthur C. Clarice (pictured 
above) asked tiiat his investiture as a knight be postponed 
in view of allegations against him of a sexual oatnre. 
British officials said the request by Mr Clarke, a resident of 
Sri Lanka since 1956. was granted but no immediate dates 
were fixed for a frnsh ceremony. Mr Clarke denied 
all^tions made by a British newspaper bot said be had 
ask^ Prince Charles not to condnet the ceremony of 
knighting him “to avoid embarrassment*. -v> 


city from today to prevent 
another suicide bombing and 
ordered an extra holiday for 
offices in the central busi- 
ness district which will 
remain sealed off for three 
days. 

"We bare taken all passi- 
ble precautions to prevent 
another attack," said the 
media minister, Mangala 
Samara weera. "Of course 
terrorists have to be lucky 
only once." 

On the eve of the prince's 
visit, heavy fighting was 
reported from the north of 
the country where the 
defence mlnistiy said 350 


Tamil Tiger rebels and 35 
soldiers were killed. 

Tbe prince is due to open a 
garment factory which has 
British backing shortly after 
arriving at tbe Bandaranaike 
International airport where 
security was taken over by 
the air force last week. 

Visits to a war cemetery 
and the botanical gardens at 
Peradeniya, near Kandy, 
where his uncle. Lord Louis 
Moumbatten. bad his Soutb 
East Asian Command h^d- 
qnarters until it was moved 
to Singapore in 1945, have 
been cancelled. 
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WMte House budget projects $65.5bn extr^ tobacco revenue 

Clinton eyes tobacco goldmine 


By Mark Suzman and 
Nancy Duma In Washing 

The enactment of Ftesideut 
Bill Clinton's ambitious new 
social policy agenda deprads 
hi large part on a prolMed 
$65.5bn in extra '- revenue 
Crom the tobacco industry 
over the neoct five years.' 

Tbe figure, is deri^d- from 
White Honao propose to • 
increase cigarette prices by 
at least $1.50 a pack -as part 
of any tobacco settlement 
-approved by Congress this • 
year. 

The funds r mebn uGst ' 
alone - would tbeii .be 
distributed across a wide 
variety of progranunK'firom' 
health to educattoo. . • 

But the figures are bi ghty 
contentious^ . as- -well. as-, 
potentially politically embar- 
tassing for Republicans. ..The 
administration’s- revenue 
projections assume higher 
price increases than tobacco 
companies have so Tar ' 
agre^ in their - proposed 
$368,5bn settlement 

The industry is reluctant 
to agree to any deal -i^cih 
does not grant tham immn- ' 
nity from a range of civil 
lawsuits - a eonditim .'Con- 
gress seems increasingly 
unwilling to grant - 

However, if the' settlement 
founders, Mr CIiiiton.and tbe 
Democrats will be able to 
•accuse the Republicans of 
allying tbemselves with -the 
unpopular tobacco ;industry 
to withhold funds ftx. social 
programmes in November's 
Congressional elections. 

While some $22.3bn of the 
tobacco revenue would be 
allocated for stat^ and help 
for affected tobacco taimers. 




'.erairidta Raifiee,' 


-«i;S9.5bnaurpkistaw'to.1 . 
-Ihafiistln'ta'yMua'' " 
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the biggest single benefi- 
ciaiy would - be medical 
-research. The Natio^ Insti- 
tutes of Health is budgeted 
tO'geti$2&3bn over five years 
for biomedical researdi into 
cancer aind other tobacco- 
related diseasSs. . 

A further SBOOm is -allo- 
cated for- trials fta 

patients on Medicare, the 
state financed health, insui^ 
ance scheme, a^ $4Q0m to 
the Centres for Disease Con- 
trol and Prevention. The 
Food and Drug . Administra- 
tioa will receive $li2bn, in 


part to heh> r^mlate nico- 
tine. 

But Mr Clinton has also 
allocated tobacco revenues 
for some, strategic non- 
htaith related initiatives. He 
is pngmsing $7.5bn over five 
yta^s for child care and 
d^elopment grants for the 
states, and a Airther $T.3bn 
to help hire 100,000 new 
-teachers to help reduce class 
sizes- 

Finally, an attempt to 
expand number of lower 
income children enrolled in 
the Medicaid health insur- 


US spending on new 
wesqxmry wiS edge np by 
to $48.7bn next year, 
under a 1999 budget pres- 
ented by William Cohen, 
defence secretary, as a first 
step towards transforming 
the armed forces, Bruce 
dark writes.- 

Pentagmt planners hope to 
jnciease tha.’anniial procmv- 
ntmit bud^ to S60ibn over 
the next five years. They say 
fhk is the ffifarimoffi needed 
to keep hi'St^ with techno- 
logical change and avoid 
obsolescence. 

The budget calls for 
defence spending anthority 
<a $271.6bn in 1999. up from 
g268.$bn 'fa the current fis- 
cal year.rihe total is seen 
to $288.1tm in 2002, 
and to $29fan in 2003. 

But Mr Cohen made clear 
that in roal terms, be expec- 
ted defence spending to 
remain flat Tbe 1999 budget 
was in line with the Penta- 
gon's' piM to streamline 
It^dstitaSpppwt and incor- 
porate.anness practices in 
defence^^bcoremrat 

.■ jx. 

ance sdzme would receive 
. an extra $900m. 

Those commitments 
reflect A^idinton's promises 
to focus on education and 
healthcare programmes. 
Most notable is a plan to 
give 55-65 year olds special 
access to the Medicare 
health insurance scheme for 
the elderly. This age groiq> is 
not at present fonoally eligi- 
ble for the scheme. 

Education, and job train* 
-tog have given a one- 
third increase in spending. 
The edtication department 


would get $34bn for fiscal 
1999 to enact several ambi- 
tfous programmes, including 
more funding for a technol- 
ogy' literacy programme and 
children of migrant workers. 
Most likely to find favour 
with Republicans is a pro- 
posal to raise by 25 per cent 
to $inom federal support for 
those experimental public 
schools called “charter 
schools”, which operate out- 
side normal regulation. 

The budget also proposes a 
childcare initiative that 
would provide tax breaks to 
help families pay for day 
care. Businesses wonld be 
offered ta.x incentives to cre- 
ate or expand childcare facil- 
ities and increased funding 
for before- and after-school 
progranmies. 

The $54.3bn budget for the 
agriculture department 
includes S533m for the resto- 
ration of food stamp benefits 
for legal aliens, who were 
cut off by the 1996 welfare 
reform law. It calls for $573 
in user fees to cover the 
costs of federal food inspec- 
tors for the meat, poultry' 
and egg industries. The 
USDA's Commodity Credit 
Corporation will make avail- 
able at least S5.3bn in e.Ypon 
credit guarantees and S200m 
more for guarantees to 
emerging markets. 

Finally, the housing bud- 
get would rise from by 
$600m to S31.6bn. This 
includes subsidies for 50,000 
families moving off welfare. 
Another $20m is set aside for 
public agencies working 
with private groups to 
expand bousing for families 
in impoverished neighbour- 
hoods. ' 


Slim rictoiy for Costa Rica opposition 


^ James Wilson . 
in San Jos6 

Miguel Angel Rodriguez, 
Costa Rica’s (>ppositian can- 
didate. has won the coun- 
try’s presidential’ elections, 
hut with a isudh narrower 
margini of victory than, 
expoted. • 

With 90 per cent -of the 
votes Trom Sunday's poll 


coouted, MrRodriguez^of the 
Christian Soctal Unity iorty. 
(PUSC), had won 46.6 per 
ceint of the votes cast 
He-was- ahead of his -main 
rival. . Jos6 Migu^ Co^es 
of the Tilling National liber- 
atkm party (PIN), by 2 per- 
cental points. Oidni^ polls 
bad piiedidtbd a win by about 
19 pmnte for Mr Rodr^ez. 

'.They -OTnfinned.'fb'e pub-' 


UcTs discontent with the two 
principal parties, which had 
been evident in the high 
level of apathy during tbe 
campmgn. 

. An estimated 30 per cent 
of the electorate stayed at 
home, while the array of 
minor presidential candi- 
-dates won a combined vote 
of around 8 per cent, com- 
pared with around 3 per cent 


in 1994;« 

Mr Rodriguez, a SS-year- 
old businessman and econo- 
mist, promised to work for 
unity. told his supporters 
tha t hS' would make women, 
young .pe( 4 >le and the poor 
the fi^us of his govern- 
ment's pn^ramme. 

“Sin^ the nineteenth cen- 
tury O^ta Ricans have been 
to the^ore in LAtin America. 


but we arrive at tbe end of 
the twentieth century with 
one ih five Costa Ricans liv- 
ing In poverty,” he said. 

“Our promise to the pc»r 
is to provide tbe opportun- 
ities and instruments to 
develop." 

In elections to the national 
assembly, the PUSC seemed 
set to win 29 seats, giving it 
a one-seat maiority. 


Fiscal whip needed 
for Latin America 

Even comparatively small fiscal deficits can 
cause problems for the continent’s economies 


By Stephen Fk&er, 

Latin America Editor 

I jttn America's shift from 
dictatorship to democracy 
has generated some unex- 
pected results. One is that 
elected governments have 
shown more discipline in 
handling their budgets than 
did their authoritarian pre- 
decessors. 

Zn 1963, only four coun- 
tries had fiscal deficits below 
3 per cent of gross domestic 
product - now 16 countries 
do. Though some govern- 
ments, such as Brazil's, still 
show a strong tendency to 
deficit spending, the average 
deficit in the region in 1996 
was less than 2 per cent of 
GDP - well below industria- 
lised country averages. 

Vet fiscal deficits still pres- 
ent problems for Latin 
American economies even if 
their average size has fallen, 
according to economists 
from the Inter-American 
Dev’elopment Bank. The rea- 
son Is that deficits in Latin 
America are much more vol- 
atile than in industrialised 
countries; they tend to rein- 
force rather than counteract 
the swings of tbe economic 
cycle and they get bi^er as 
elections approach. 

Michael Gavin, an lADB 
economist, says that the 
problem of budget volatility 
stems partly from a volatile 
overall economic environ- 
ment Governments are also 
relatively small - spending 
roo^y 25 per cent of GDP 
in Latin America, half that 
of the typical industrialised 
country government, reduc- 
ing the room for fiscal roan- 
oeuvre. 

Moreover, public spending 
tends to expand in good 
times and contract in bad, 
amplifying rather than 
absorbing shocks to the 
economy. This is partly 
because sodal security pay- 
ments - which tend to 
increase as the economy 
slows down - are far less 
important in Latin America, 
where they comprise 9 per 
cent of government spending 


compared Miith S6 per earn in 
industrialised countries. 

Meanwhile. Mr Ga\in cal- 
culates that fiscal deficits 
are typically l.S percentage 
points larger m election 
years than in non-election 
years. 

The decentralisation nf 
government - following the 
inevitable centralisation 
under military governments 
- h^ also encouraged fiscal 
deficits at tbe central gov- 
ernment. Ernesto Stern, 
another ZADB economist, 
says that the more spending 
is decentralised and taxation 
powers are not, the greater 
are tbe incentives for 
regional governments to 
overspend. 

An increasing volume of 
work by economists on why 
Latin American govern- 
ments veer towards budget 
deficits has brought some 
suggestions for improve- 
ment. 

Based on this work. 
Ricardo Hausmann. the 
lADB chief economist, 
suggested at a conference* 
in Paris measures to reduce 
the region's bias towards 
deficit spending. 

He said budget transpar- 
ency was essential. Neces- 
sary to this were indepen- 
dent budget scorekeepers u> 
keep tbe government honesL 

The executive should have 
the power to set tbe level of 
spendii^ and the deficit, be 


Said. Congress should be 
able to reduci.' overall spend- 
ing. but not increase it, and 
to reallocate spending 
between items m the budget. 

The executive should he 
bound by a rule that sets the 
maximum allowable deficit. 
This would encourage gov- 
ernments to save during 
booms and limit deficits at 
election runes. 

Budget constraints on 
regioDS.} and local govern- 
ments should also be hard- 
ened. Sub-national govern- 
ments should be allowed to 
raise wxes - such as prop- 
erty taxes and tolls - where 
they can do so efficiently. 
Transfers from central to 
local governments should be 
stable and avoid discretion- 
ary decision-making which 
encourages local govern- 
ments to overspend. 

Local governments' 
responsibilities should also 
be clear and not overlap 
with central government, 
while tight limits should be 
set on local governments' 
borroumg authority. 
rPapers from the conference 
to be pub/fsheO in Democracy, 
decentralisalion and deficits 
in Latin America by the 
LADB and the OECD Dei<el- 
opment Cetitre. OECD Publi- 
cations, 2 rue Andri-PascaL 
75775 Paris Cedex 16) 


Latin America: decentralisation 
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What does it take to connect places in Padfic, Europe and the Americas.^ 

It starts with a firm understanding of local ideas, people and places. It's 
also about superior service and a commitment to quality. As a global 
leader in the supply of telecommunications technology coming from 
Japan, we’re now bringing you worldwde connectivity by reliably 
providing the fullest complement of services available. 

Global CoiTimtinications Services .^Crcster 

last year, under the brand name Arcstar. NTT subsddiaries and associated 
companies commenced operation of end to end global communications 
services via a high speed infocommunications highway connecting sites 
across Europe, the US and Asia Pacific — including Japan. 

Global System Int^ration 

To provide sophisticated corporate infocommunications networks for 
multinational companies in a global fashion, NTT mdntains ofSces in 
key business centres around the world. 

Overseas Carrier Business 

Our worldwide carrier operations help establish much needed 
telecommunications networks in countries throughout Asia, such as 
niaOand, the Philippines, Indonesia and Sri Lanka. NTTs partidpation in 
the Malaysian Multimedia Super Corridor (MSC) project and the Asian 
Multimedia Forum (AMR are just two of our recent activities to develop 
advanced multimedia application services. 
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Annan’s proposal follows aid agencies' reports that an increase is badly needed and overdue 

us backs plan to double 
Iraq ‘oil for food’ deal 


By Laura Silber 
at the UN in New York 

The US. gearing up for a 
military strike agamst Bagh- 
dad. said yesterda.v it would 
back a United Nations pro- 
posal to more than double 
the amount of oil Iraq is 
allowed to sell under a 
humanitarian scheme. 

Kofi Annan. UN secretary- 
general. yesterday recom- 
mended the Security Council 
permit Iraq to sell $5.2bn- 
wortb of oil every 180 days, 
with S3.S5bn ailoted for pur- 
chase of food and medical 
supplies. 

Bill Richardson, US 
ambassador to the UN. said; 
“The US will support the 
Increase”. Mr Richardson 
was in Portugal, on a tour of 
capitals of the 10 non-perma- 
nent UN Security Council 
members to seek support for 
US efforts to break the dead- 
lock with Iraq over access to 
suspected weapons sites. 

Under the current “oU-for- 
food” deal. Iraq can export 
S2.14bn-worth of oil. with 
$I.3bn of the proceeds con- 
trolled by the UN for pur- 
chase of food and medicines, 
and the rest going to UN 
operation costs and war rep- 
arations. 

Britain, which along with 


the US had devised the origi- 
nal scheme in an effort to 
ease the plight of the Iraqi 
population hard hit by sanc- 
tions. yesterday welcomed 
the deaL 

France added Its voice in 
support of the recommenda- 
tion. “We can. as of now. 
express our satisihction with 
Mr Annan's proposal on 
increasing oil exports.” said 
Anne Gazeau-Secret. foreign 
ministry spokeswoman, 
adding; “From the start, we 
have been in favour of 
enlarging and deepening the 
resolution.” 

Baghdad has always 
resented the oil-for-food deaL 
After seven years of crip- 
pling sanctions, including an 
oil embargo, the Iraqi leader- 
ship sees the scheme as a 
device to leave sanctions in 
place indefinitely. Mr 
Annan's proposal follows 
reports from UN aid agen- 
cies in Iraq which said an 
increase was badly needed 
and overdue. 

In his report. Mr Annan 
declared: ‘T am convinced 
that this sum I$2.lbn] is 
inadequate to prevent fur- 
ther deterioration in human- 
iiarian conditions and can- 
not effect the improvement 
in the health and nutritional 
status of the Iraqi population 


the Council hoped for when 
it iinaoimously adopted the 
measure.” ^e Council 
endorsed the deal in Decem- 
ber, 1996. 

The report proposes an 
increase to 2,463 kilo-calories 
and 63.6 grammes of protein 
per person per day fnan the 
present 2.030 kilo-calories 
and 47 grammes of vegetable 
protein. 

The increase would repre- 
sent a 21 per cent increase in 
enei^’ and a 35 per cent 
increase in protems. includ- 
ing animal protein foT the 
first time. 

Diplomats said the pro- 
posal to expand the food bas- 
ket and include a wider 
range of proteins would iik 
President Saddam Hussein. 
“Saddam wUi detest this 
move because it gives the 
UN control of food produc- 
tion. Chicken farms, for 
example, are controlled by 
his son.” said a diplomat 

Mr Annan also suggested 
the current expenditure 
would be increased to $60 
per person per day hum $37. 

Since it was introduced. 
Iraq in each phase of the 
programme has delayed 
pumping oil on grounds that 
the plan was inadequate. 

B^bdad has accused the 
UN sanctions committee of 


holding up humanitarian 
supplies. The report, how- 
ever. placed the blame on 
the teqis for delaying imple- 
mentation of the scheme, 
saying it had an “overall 
impact in the slow pace of 
contracting, approvals and 
deiiveaies well in excess of 
all .other causes of delay. 
Including the consideration 
and approval of contracts by 
the Security Council Com- 
mittee”. 

“Iraq has delayed pumping 
oil to draw attention to their 
complaints about sanctions. 
They place a hi^ier priority 
on that, rather than getting 
the humanitarian pro- 
gramme running smoothly,” 
said one diplomat. 

Western diplomats insist 
the increase was not an 
attempt to offer Mr Saddam 
a carrot to back down and 
allow UN inspectors unres- 
tricted access to suspected 
weapons sites. “There is no 
link betwea Restfluticm 986 
and access for the X7N,” 
another diplomat said. 

“The only vague link is 
that sanctions remain in 
place” until Inq co-opeiates 
with the terms of tte 1991 
ceasefire agreemmit wbitdi 
calls for the UN to dismantle 
Iraq's arsenal of deadly 
weapons. 



peace process 
as ‘stalled’ 

Pori shows that the internal 
relisiouff /divide is considered 


greatest danger to society 


By - Ji^ Dempsey . . 
in Jemaalem 

Most r Israeli ' Jens' are 
con^nced the peace laocess 
has .cdme to a stop, accod- 
zngito'.pdlls by Tel A^ Utd- 


An Iraqi carries foe 
yestmday. Hie DNi 


Imragh Baghdad's maEket district - 
i.-mcreaseiii'fboddiliS'Brgeiit. mutnS 


London bunker ready for Operatitti Bolton 


By Mexander NieoK, 

Defence Correspondent, 
in London 

An underground bunker 
near Watford, north-west of 
L<mdoo, is the nerve centre 
of Britain's preparations for 
air strikes against Saddam 
Hussein. 

All was quiet in the 
operations room yesterday 
as diplomatic pressure 
appeared to have forced 
some concessions from the 
Iraqi president. 

The part of the room 
devoted to the Gulf confiron- 
tation was not yet fully 
manned around the clock - 


perhaps indicating action 
against Iraq was not yet 
imminenL 

On a huge television 
screen dominating the 
operations room. Cable News 
Network showed Sea Harrier 
Jets taking off horn YeovU- 
toD. in south-west England, 
for the aircraft carrier Illus- 
trious which is preparing in 
Gibraltar for deployment to 
the Gulf. 

British officers briefed 
journalists at the Permanent 
Joint Headquarters with an 
unusual degree of openness. 
They explained the planning 
process for Operation Bolton 
-- the name given to the 


Be nice to 
your robot, it 
might just 
turn nasty. . . 


V^RLD 

ECONOMIC 

FORUM 


If you want to get the best 
out of a robot it pays to spoil 
It. otherwise it could turn 
into a nervous wreck and 
keep banging its head 
against a wall. Robots, like 
human beings, respond bet- 
ter to rewards for good 
behaviour and may cease to 
pay attention if they are 
punished excessively for 
m aking mistakes. 

If a young robot is pushed 
around by other robots it 
may never get going, says 
Kevin Warwick, professor of 
cybernetics at Reading uni- 
versity, w'fao took three of 
his robot pupils on their first 
trip to the Swiss .Alps this 
week. Robots can learn from 
their mistakes, and Prof 
Warwick has found that con- 
stant punishment did not 
bring the best out of his 


REPEAT CALL FOR TENDERS 
FOR THE SALE OF A PLOT OF LAND 
“BARCO SA TE.\TILE INDUSTROES" 

-ETH MKl K EPMaLEOL' S.A ADMINISTRATION OF ASSETS AND 
UABILfTTES~ of *<a an>«ospiliali«sis SL Alhen« in5<i0. Creece m is capacit} a. 
Liquidacor vf 'BARCO SA TEXTILE INDUSTRIES’ a company ».ib lu npnivruJ 
olflL'e oi Allion*. wbiuh u piv<eatly undci special liquidalicm anonlmg lo the 
pio«iMOU«^AttiLle40aor vmuc ..f No.?6,V m3 of ihe AlhcfB 

Cm of Appeal 

annooncaa a npeeteaU for tenders 

for dK ubof a pkeof land described below: 

A plot of land awenne 167.30 ^^jn- Moidfais lo ifae liik- deeds and I |f>JC3 
following uievt alignmem. In O.TJS*. n the MuaKipalit> of MetanccplKSts. Ansa 
Tbii has best declaim enmnion uv aiea 

TERMS OF SALE 

Tbs -«le will lake |4n.i: b> wap oCpubheateniqn laaeconlame with the feokiuonsoi 
«tielr -W m of L.IM2/I#wand the tenm menimeal m the Repeal Ceil for Tendcnand 
itic relcvani OUerHig Ma n or an dunL The subnussvn of a tender nnpiin ibe ume<«rhcd 
Bceppianee oi all dieie temt'. InierrNed panics arc invited lo snbmn wnoen, icaled 
bids by Monday. .March 2nd CMb. |2.-<K> ihui al ibe office of .Mr EJias Kannfiliv. 
Putdki: Notary al the addrer.'S Kiatauu Sueel. liW SI Athens, lelj 32d}?t3. BkIs 
sbbmiiied shmld be Kcompanied by a letter of piaranlee. lo remain valid unfri 
adjudjcalKai. fur the emounl of Drs wn.'mi ii«n|ile letter of siiar.mKc h included ei 
OfTeeins Memorandunii The unwalinp of iJie bids submined »,|| uke place on 
Monday. Manii M lv9S. a 2vipm_ .U ibe above Nouiy PuUic't office. 

SUBMISSION' OF EXPRESSIONS OF INTEREST 
OFFERING MEMORANDUM 

In gitkr 10 otoin the Oflcniig Memorandum m of the obmn: sale and lin- any 

fiiriher informaiion, please eooiaci ETHNIKI KEPHALEOU S A. 
ADMINISTRATION OF ASSETS AND LlAblLniES. Uqiildalaan Department «»A 
OnysKnpiliMwisSu |i»5ertAihais.Ciiceee.Td. T3ftl-?l.l1ai»*-87Fa*;+3IH-?2.II^8. 


activities centred around 
southern Iraq - as well as 
the machinery ibr co-op^- 
tion between the services 
and with the US and other 
allies. 

Officers admitted that “the 
US is the piper that calls the 
tune”. But they saw the UE 
naval and air powor which 
bad already been deployed 
as an impoxtant political sig- 
nal of intent to take part 

The aircraft carrier Invin- 
cible has been in the Gulf 
since January 19. where It 
joined the frigates Notting^ 
bam and Coventry and two 
auxiliary vessels. The five 
ships hav’e a total comple- 


ment of about 2,500 pet^le. . 

The Invincible is cairying 
seven Royal Navy Sea Harri- 
es, seven Royal Air Force 
Harrier GR7 jump-jets, and 
eight heUcoptm. 

A senior officer the 
Harriers were being fitted 
with fhennal iiwa g in g laser 
designators - already fitted 
to Tornado aircraft - ftxllow- 
ing a rushed procurement to 
meet urgent operational 
needs. The equipment helps 
in hl^ precision bombing. 

Also in the Gulf r^on are 
six Tornado QIU fighters at 
Al-Ehatj in Saudi Arabia, 
which take part in polidng 
the southern Iraq no-fiy 


zone, and a ftutbei 
nado GRIS at Inci 
key, which dperat 
nortibem no-fiy z( 
tanker aircraft azie 
in Bahrain. 

“Hiere are additiic 
forcements which j 
put into theatFe.“| 
officer ^d. Tbe ma 
“dubs in the bagT | 
more aircraft, wi| 
tkuud Tornados and. 1 
always available at 4 
notice. Land forces 
also be available, 1 
would depaid on tiu 
gon deploying troops 

The officer said th^ 
forces in tbe Gulf: 


nnijibCT more than 23,000,7 
' . were ,forisidable.. He. cOuliL, 
not predict the actloh' wfateh'. 
might unfold, but it. .is! 
.widely expected to he on 

- far larger scale than pr^^ 
.. one limited Btrikes wlt&:! 

guided missiles. 

Ihe extent to which Brit.] 

- ish torees would be tovolved-'j 
m any actiim irdca. the o^:-.; 

. set. the officer said, wonld^ 
have to ' .“be - brokexed- 
-betwemr the Monish^ of; 
Defence -and. .fba, Pentagom^t:! 
■ The obTectivB remained 
.get UN weapf^ inspectors 
.'..■teck into Iraq; “We are sti% j 
in ihe process oS IdOkuig fcuc'l 
a diplomatic solntiOD.’' ' ' J 


-Theyalso.beheve that Bext- 
jao^ Netanj^dm, the prime 
'minister, rImhiTH carry ont 
the loDg-delas^ tnxv pull- 
backs; from tbe West Bank. 

■ AitfinMg b the Tami Stein- 
inetz 'Centre for Peace 
Reseazdi hns recently identi- 
fied' growing public disUln- 
'ddmnent about peace n^oti- 
■ ationSf tWs was -the first 
tinm respondents were asked 
directly to describe the sta- 
tus of- the peace process 
between Israel and the Pales- 
tinians. 

Some 75 per cent said it 
had “essentially stalled” 
while only 22.S per cent said 
. it was wwitinning. A major- 
ity was .“very" or “fairly" 
wearied. - . . 

Despite these -concerns, 
i.tbose palled did not believe 
•the conflict with the Pales- 
tinians posed the greatest 
Aartg^ to their society, with 
only 30 per cent regaidhig it 

flg fhft TnaiTi w>nflirt. Tnstaad. 

',60 per cent considered the 
vintamal conflicts, particu- 
'.larly divisions between 
- Orthodox and secular Jews,, 
•'as the most dangerous one. 

: The latest poll reflects tbe 
;!shifts.m Israeli society since 
:tbe signing of the Oslo peace 
^accords in 1993. Since than 
the “external” fhieat, which 
'served to unite Hsraeli sod- 
'ety, often defiectii^ firom 
^internal divisions, has given 
:way to. concern about how 
^Israeli Jews can live 
IUgrther. 

' “The sclusm between the 
‘Orthodox and secular over- 
shadows an the other into'- 
,nal conflicts,” said Tamar 
; Hermann, ' who conducted 
^the researdbt. "But we stai 


have tbe external conflict, to 
' deal with.” 

The secrular/rriigious' .con- 
flicts win be at the centre of 
a today when the 

Orthodox Chief Rabbinate 
meets deputies fri>m. .the 
Knesset's absorption com- 
mittee which monitors the 
integr a tion of- inunigmnts. 

The Chier Rabbinate is due 
in the coming weeks to 
deliver its verdict on the 
Nee man Commission. The 
comznissioiL headed by Yaa- 
kov Neeman, the finance 
minister, sou^t to fCKge a 
compromise between pro- 
gressive Reform, Conserva- 
tive and Orthodox Rabbis 
over who bad the right to 
conduct conversions to Judar 

The external 
threat has 
given way to ' 
concern about 
how Israeli 
Jews can live 
together 

ism. Only Orthodox conver- 
sions are recognised in 
IstaeL Althon^ they are not 
lewdly bindhig, such c on ver- 
- rions are crucial 'for those 
wanting to marry mr be bur- 
ied in IsraeL 

Mr Neeman had. proposed 
the setting of a oonvsslon 
in^tute with partleipatian 
by tbe three strands of Juda- 
ism but with the Orthodox 
Rabbi responsible for the 
final conversion. However, 
some Orthodox Rabbis 
believe emee partial recogni- 
-tion is gl-ven to the Reform 
and Conservative move* 
ments, its monopoly over 
conversions will be gradu- 
ally eroded. 
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Let’s all sing 
{from same song 
isheet, says 


robots which have the brain- 
power of a snail. 

Prof Warwick's rule of 
thumb is two thirds reward 
and one third punishment if 
a robot is to learn how to 
behave quickly. His robots 
only wear their antennae for 
decorative purposes. Instead, 
they rely on infra-red sen- 
sors and ultrasonic signals 
to make their way around 
life's obstacles. They differ 
from computers in that they 
do not await instructions but 
learn as they go along. If 
they sense that their bat- 
teries are r unnin g down, 
they move to somewhere 
where they can recharge 
them. 

Prof Warwick. 43. who has 
been described as the UK's 
leading robot prophet, says 
he never knows what bis 
robots are going to do next 
alter they hai'e started inter- 
reacting with other robots. 
Some robots turn out to be 
much more forceful than 
other robots and it all has to 


gill 


^ Elecfromcs chief calls for 
coitimon'i^obal standards for 
coinputei^,:TV an phones 






Kevin Warwick with one of his creatums. A robots diaractCT Is affected by its early experiences, he says 


do with the sort of eseperi- 
ences they had in the early 
minutes after they have 
been switched on. 

His current generation of 
robots only have the brain- 
power of a snail but be 
believes that it will not be 
long before robots are being 
built which will be far more 
intelligent than humans. 
Prof Warwick saj's that his 
robots are “nice and filendly 
and would not hurt or annoy 
anyone”. But future robots 
could be much bigger and 
carry nasty weapon systems 


which could hurt humans. 
"If you put even this very 
smcdl amount of learning 
into that type of wiarhina ft 
becomes much more threat- 
ening. 

"I can see no reason why 
in the next 20 or 30 years we 
are not going to have 
machines that are for for 
more intelligent than 
hinnans. Tbe consequences 
of that could be pretty dire 
for the human race. It may 
well be if humans are nasty 
to madiinPB they Will Iftam 
to protect themselves 


against humans. 

"We are taUdng - about 
wifltrhiTUM which can learn 
who th^ shoot at whm to 
shoot and whether the tar^ 
get Is friendlsr. or not" says 
Prof Warwick. 

The professor is not a sci-fi 
freak, but one of tbe.world’s 
,lea^ng experts on cybernet- 
ics. He has already built a 
six foot robot which is. 
employed as a part-time fire- 
man on the Reading univer- 
sity campiis. Its has one eye, 
which is an infrra-red beat 
detector, and Is equipped 


with a lavatory plim^ tb 
metingidA fires after it hu 
located them. - 
Not all Prof' .Warmck's 
robots, live up tb .expecta- 
tionsi Last year, he -entBred 
one of his progeny into a 
half marath^ HOwgvm', its 
infra-red sensors, .which 
were supposed to h^ lt pur-^ 
'sue fellow -marathon run- 
ners, woe distracted by the. 
bri^t sunli^t.. The robot 
started running towards tbe 
sun and oariied into a walL . 

WilfiamHan 


Gates stays relaxed as computer 
chiefs split on Microsoft case 


By Tony Jackson in Davos 

The hot topic awiowg leaders 
of the computer industry at 
Davos has been tbe Micro- 
soft anti-trust case. Opinion 
on the issue has been neatly 
dirided. Some, perhaps most, 
would like to see Microsoft 
humbled. Others are nervous 
about hai’ing the satne prin- 
ciple applied to themselves. 

Tbe case hangs on 
whether .Microsoft may 
incorporate an internet 
browser with its standard 
Windows software, thus 
I threatening independent 
browser producers such as 
I Netscape. BUI Gates. Micro- 
soft's chairman, put on a 
relaxed front yesterday. 


. “Tbe case Is in some ways 
pretty simple,” he said. 
“We’ve been adding a lot of 
operating features to Win- 
dows. In particular, we’ve 
been maWng it simpler for 
people to use the intanet” 
But if he lost the case, how 
bad would tbe damage be? *T 
wotUdn't worry too mnch 
about tbe effect of this case 
on our shareholders," be 
said. 

What about the effect on 
Microsoft’s public image? 
“Microsoft is tbe most 
admired company in Amer- 
ica. which Is terrific but 
subtly scary,” be declared. 
“We Imve not done a good 
job with the [anti-trust] case 
of communicating what the 


issue Is. We need to ^ck up 
fbr tbe feet that the industry 
shouldn’t be regulat^” 

There was half-hearted 
agreement from -Intel, the 
chip maker. Paul OtelUni, 
vice^nresldenL said he was 
mstmctively unhappy about 
the principle of innovatkm 
being stifled. But as others 
pointed ouL Intel is In a 
potentially similar position 
to Microsoft. If it were to 
add, for Instance, a modem 
to its microprocessors, its 
dominance of the market 
woidd pose a huge threat to 
modem sivplieES. 

The full blast of disap- 
proval came from Lany Elli- 
son, diainnan of Oracle and 
a Sworn opponent of Micro- 


soft. “Microsoft is by for frie. 
most powerful corporation' 
oh earth,” ha said. “What it 
is doing to Netscape is.ahsor. 
Intely o u fiageons.' Netsc^' 
made the'lnteriiet accesrible 
to all- of -us. Microsoft ihne^ 
vated tubbing as for as the 
internet is conoem^” 

Nor ' would .L he ace^t 
Microsoft’s- afgiuttent • tiiat 
adfUng a browser to Win- 
dows is a natural next step. 
"Why stop there?” he asked. 
“When you're at your com-- 
puter. you need to eat So 
.why -not -'pay 210 a day for 
Windows,' and get three, 
.meals for free? Or since ym 
need a raof over yotir head.' 
why not pay $20 and they 
give you a house?" 


B^-Tonv Jactoon-^Devos 

.'Sohy,^' the.' '..'J'^anese 
. electranlcB 'cpnqiauy, yestiea> 
.'.day called £w.1he creatiemof 
a.vmldwide iiedanioal stanr 
'dard.'<end)Eachig c ouB w iUJ Hg. 
televfeion..and .ihobfl.e tele- 
-.'jdidny;:- .- - .- - - 

-Nobasraki tdei, Sony ^osa- 
dent;-'-:,appeaIed to;. leading. 
. . companies flnan indos- 

.triesfO.gef tog^tiier -ahd..^ 
ate. a “j^obal open aithfteo- 
.'tor'e'!--\' which .wouhi' end 
- consimeES'. confOsion and. 
unproductive -arguments 
. arming, suppliers. 

.'Sp^iklng at: tiie... World 
^Eccmointe.F<aroni..m. Davw, 
Mr'.li^'.8ald' tiure Jg: 

. d ifife i^ 'fittinats 'for' televL- 
sioD in the US alboa There 
weBe'‘4Blsd''d iB ferm ffinhate 
for nkihifo tel^hdny; for per- • 
'-'sonal edmp o t e re ahd'ftar^ie 
.^4^.,boxes 'Used. '.in .the 
' ctide TV. industry.. - 

‘T would like to |ttop(^ an 
open architecture for the 
. network^ era. which would : 
• have the caqndty to adapt to 
tim n^ genemtim pto(U.^ 
ucts,” he said.l'Tf :the aichi- . 
tecCma' were open.-and'.'pul^ . 
hshed, anyone co^‘ vriite 
.applicationa for . it, and'^.one- 
arolication-in^ild ruiLacrasa'- 
aR those .tecTustries.^ . ' 

. '.'Electxonics .today, -ihe'-. 
argofidv..' was divided into 
:.ftnir..'diftem>t worlds: audio- - 
. visiiaL dontineted by Sony 
.arid -Fanasonic of Japan: the 
. posoiial.cqDiputer world, led 
■ by '&ficroeoft, Intel and Com- 
paq; the mobile- telephony 
world, led by -Motorola, 
Nokia and Ericsson: and the 
.world, of.set-top boss in the 
. cable tMevision industry, led . 
,by 'nmte Wanier, TOleConif 
manlcations Inc (Td) -and . 
Demsdie Tdekom. . ' 

“ThpM ,f(^...^qcld8 -are. 
bebraUng increasingly bor- 
deriessf” hie said; “But mnrb 
of.tbe debate. abour this is' 


.not b a se d tm the broad bene- 
. fll to society. An i^)en archi- 
tecbite would clearly benefit ' 
users. Prom an industry 
-view, it is -necessary to 
.^ure healthy competition 
among - the many, rather' 
than control by a few.” 

But Mr Id^’s appeal was 
received coolly by other 
industry spcHrialists. Larry 
Rllison, dbafainan of the US 
•'software' company 'Oracle, 

. ^d; "We.^dready have the 
basis to an open ardiiteo- 
tare. It’s catW the internet” 

- St^iben. Case, of 

tile internet j^yider Amer- 
ica Onlih^ “Consumers 
- are not Writing for open 
sii^chltectiire or new stan- 
<fordsl Theyre adopting the 
technc^tiri.es' at Ji ^hinfTig ' 

/ A i^pbal opea 
arehit^ture 
would end 
consumers’ 
confiision’ 


. speed, and . draggii^ tbg 
industry britind them." 

. ;P^essor. Ell Noun of 
<tohxnfoia' University i^id : *T 
.tiifrtk . atandardisation is 
pveisrated • in a dynamic 
envlronmmit. It can slow 
down the' move to newer 
rbe process <tf 
agreeing and renewing stan- 
.becomes cumbersome 
and politicised.” 

A better aigiroach he said, 
^ to concentrate on devel- 
oping devices which could 
-translate from mm. standard 
to another, In -the US. he 
•pointed out. there wm at 
presttit four different stai^ - 

op'fls for 'mobfie ' phoned 

However, derices ' were- . 
-eme^ing . which .allowed 
Sb«tt to talk to each oa«ii' 
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Dhaka may US comes off best i n open skies scrap 

ci^ll « Washington’s aviation deal with Japan wiU 

ijC I I S i 1 y I H S give American airlines a chance to exploit the agreement to al 

iJieix cost advantage, writes Michiyo Nakamoto 


gas to Indi 



By PetM* Montagnon, Asia 
Editor, in London 

Bangladesb .will coosjder 

selling suiplus-gas fr om its- 
vast reserves to TnHia r > n r** a 
has built up sufBdent pro* 
duction to satisfy its own. 
domestic needs, acccading to 
Farooq Sobhan, new chair-, 
xnan of the .'countiy’s Boat^ 
of Investmmit. - 
His remailss will reassure 
energy oompuiies vying fbr 
licences to develop the'corm- 
try's gas reserves, b^eved 
to be bi^sr than Star’s off- 
shore fields. But successful 
exploitation depends on 
secure export xnarkets amid 
llugering concerns Bangla- 
desh will remain r^ctant 
for political reasons to sanc- 
tion sales to Tnrtia 
However, Mr Rnhha^n ta fd 
any decision- on exports 
would be taken on ptirely 
commercial reasons. - • 
The government is already 
looking at a range of options 
for dealing with surplus gas, 
including power generation 
for export, production of 
urea fertiliser, and a liquid 
natural gas idanL 
“Within that fiiamework 
we would certainly look at 
the prospect of exporting gas 
to India,” Mr Sobhan said. 
One advantage would be 
that it would help balance 
By^adesh’s large tirade def- 
icit with India. 

ZAmg-delasred licences to 


NEWS DIGEST 


'gas companies to explore 
and develop Ban^adi^h's 
gas fields should be awarded 
' later this mimth, Ifr ftobhan 
added, paving the w^. fiir a 
sbaip increase in total for- 
eign Investment inflows 
which could rise to about 
$l.5bn next .year -from' an 
eytmated gibn.in 1998. 

Mr Sobhan stressed Ba& 
gladesh wanted to secure 
foreign in v e s tmt ail . in other 
areas. Including textiles, 
computer softwaro, leather 
and food procesting. 

He acknowledged, criticism 
that Bangladesh’s weak, 
infrastructure, red tape and: 
past political tnrbulence had 
been a deterient to invest- 
ment But the coimtiy.was 
now working hard to 
improve its ixzfrastnictuie. 

It would instal an addi- 
tional MW700 this year, 
largely by commissioning 
generatnig «mHg moued- on 
barges, and was negotiating 
several hi^iway trans- 
port projects on a build-oper^ 
ate-transfer basis. These 
included a new highway 
from Dhaka to the port, 
city, .of CSUttagODg, and new 

c iwiiailn ftr.' tenmwate 

Ohe reason for focusing on 
investment in textiles 
that 90 per -cent of the fobiric 
used in Bangladeshi garment 
e^iort was Inmorted. Local 
fabric prodoction would heh^ 
boost the country’s overall 
trade position. 


Colombia fears 
FTAA delay 

Colombia’s foreign minister said yesteatiay the failtlire of 
the US admiiilstratian to achieve frst trade- negotiating 
authority would make it difOcult to negotiate a free trade 
accord for the western hemisphere by 2005. TbJs was the 
target date set by hemispheric leaders at the 1994 Miami 
summit for negotiating the fVee Trade Area of the Ameri- 
cas. . i 

Maria itmaui M^{ia said tiiat when the leaders met 
again at the Santbgo summit in April th^ would dk:ide 
upon a piu to advance the FTAA. ’Ihis^could envl^ige 
negotiattonA for asasqtle, on 'limited scape^ agreexomts 
coverixig oim or-moro aspects of trade and investment 
related themes. 

Ms Mejia said the withdrawal of tile US administra- 
tion’s request to Congress fnr fost tnmk authority m^t 
there wouM be less polittcal urgency bdiiod n^tiations 
on a free tr^ agreement between the -Andean Cpmmu- . 
nity, which includes Colombia, and Mercosur, led by Bra- 
zil and Argentina. 

In any economic int^rotion within Latin America 
- marked by increased trade and lnvestment - was 
advancing at a foster pace than formal arrangei^ts, she 
said. Stephen Fidler, Latin America Editor 

■ CRUISE SHIP 

Kvaerner wins farther order 

Kvaerner. the An^o-Norwe^an engineering and con- . 
structimi group, ye^rday announced itfrad won a $500m 

order to build a cruise shfp for Rc^al Caribbean Cruise 

Lines of the US. 

It was the second-big cruise ship order that Evaemer 
bad won in thence of a week. Last wedE it secured a 
f gpnm order from Carnival of the US. 

Kvaerner that Royal Caribbean had ordered a 

third “Ea^e'’ class vessel from Its Kvaerner Masa robrid- 
iary in Turku. Finland. The ship, due to be deliver^ in 

2002. will wei^ 138,000 tonnes, making it one of the . 
world's hugest crui^ lineis. Tim Burt, Stockholm 

m CAIRNS GROUP 

S Africa joins farm lobby 

South Africa has jedned the Caims Group, an intrnna- 
t jrtnfli oigmiisation which lobbies for the refoim of world 
agricultural trade, Australia’s Department of Foreign 
Affofrs and Trato said yesterday. 

South Africa is the first African country to join the . 
Cairns Groap. It wUl he fennafiy welconwd at the 
Cairns Group ministerial meeting in Sydney in A^u. 

The foreign afikirs department added that Hungary had 

withdrawn finmthegroup to order to start aego^^ 
to jom the European Union. Ite Caiim Group daims ^ 

EU pAti*^** distort trade. - 

TTie Cairns Group was formed by Australia in 39B6. It 
has 15 members - Argentina, Australi^Bi^. CaMd^ 
Chile, Colombia, Fiji, Indonesia, Malaysi^CT 
the PMUppmes. SoaU. 

Uruguay. 

■ INVESTMETJT ACCORD 

Opposition mounts in US 

OpposmoQ in the us 

^eLent on Investment to be 

tSs month in Paris. Consumer, environinental. labour 

Si?^bSlBeesg™ilBarevolcb«aBff^^"^^ . 

S accord they l»Ueve eliminates goverim ability to 

t^ive US labour and environmental laws and r^nla 
^ Mer the MAL federal. 

'SfSSKSS SS S—.— . 

snd are exoected to conclude discussums m 

two years ago • Hfei<fcerBour6eotA l^flsftfoffton 


J apan’s transport author- 
ities are in selficohgrat- 
ulatory mood, applaud- 
ing tbnnselves for securing 
the weekend aviation deal 
with the US without givlx% 
in to US pressure for a full 
.“epen skies” pact. 

. Announcing the deal, 
Takao 'Fuiil. Japan’s trans- 
port minister, hailed the 
four-year.' agreement as a 
major step towards correct- 
ing the imbalance in the two 
countries’ . bilateral aviation 
accord for the first time 
. since 1952. 

I But for Japanese airlines, 
the agreement is hardly a 
victory. It will do much to 
expand the SlObn market for 
international air travel 
betvreen the two coimtries 
and beyond, but it is US air- 
lines that are likely to take 
the lion’s share of that 
growth. " 

In sharp contrast to the 
positi^ view expressed by 
J^manis authorities, industty 
nffiriaig are alarmed by how 
much ministry ba<^ given 
away in terms of access to 
one of the world’s most 
lucrative and promising 
growth markets. 

In an unnsnal act of public 


criticism, Akira Ecmdo, the 
mild-mannered inresJdent of 
JAL, said the deal was “a big 
disappointment". According 
to the Japanese carrier, the 
deal gave away much more 
to the US than it achieved 
for Japanese airUnes. 

All Nippon Airways was 
also guarded in hs enthusi- 
asm. While the company 
greeted the ^reement as a 
long-awaited move to put it 
at the same starting point as 
its competitors, it admitted 
that the deal wotild mean 
intensified competition from 
US carriers. 

fridustry analysts are also 
wary of the impact the 
agreement is likely to have 
on the Japanese industry. 
“It's a win-lose situation 
with tbe US wirming and the 
Japanese losing.” says Paul 
Sitoth, industry analyst at 
HSBC James Capel in Tokyo. 

Under Qie. new agreement 
ANA, a predominantly pas- 
senger airline, and Nippon 
Air Ca^,La cargo carrier, 
will gain expanded rights to 
fly between Japan and the 
US and fi:^ the US to third 
destination^ JAL will also 
be able to open new routes 
and increase frequencies on 


previously restricted ones. 

US carriers wiU have 
greatly expand rights to fly 
between the two countries. 
In addition to expanded 
for the three incum- 
bent carriers. United Air- 
lines, Northwest Airlines 
and Federal Express, 
non-incumb«it carriers will 
be able to add up to 90 more 
flints. 

The problem is a lack of 
slots at Narita airport which 
makes it \7rtually impossible 
for carriers to add a new 
flight out of Japan’s most 
important gateway to the 
world without terminating 
an already eristing on e 

Three US airlines. Delta. 
American and Continental, 
aie believed to be negotia- 
ting with Federal Express 
for the use of some of its 
unused slots. For Japanese 
airlines, as well as the many 
airlines that have been 
waiting for slots at Narita 
for years, the move by the 
US airlines represents a 
breach of newly estab lishe d 
Japanese rules that unused 
slots must be given back to 
be redistributed in a foir and 
transparent manner. 

JAL complains that US 



JAL cargo aircraft at Narita airport. Japanese mrlines say 
the US has too many slots ovn om 


airlines should not be given 
additional slots at Narita 
when they already have a 
disproportionately large 
share of slots at 34 per cent. 

But e%'en without the slot 
problem, longer term, when 
a new runway opens at Nar- 
ita, Japanese airlines are 
likely to find it difficult to 
compete in a vastly deregu- 
lated market against US air- 
lines. 

The costs carried by Japa- 
nese airlines are between 55 
per cent and 60 per cent 
higher t han those carried by 
US airlines, said Mr Smith. 
The average cost for the top 
10 US carriers is 8.9 cents 
per available seat mile, com- 
pared with an estimated 119 
cents for J.^ and 14.3 cents 
for ANA 


The difference in competi- 
tiveness is already evident in 
transpacific market share. 
US carriers already have 66 
per cent of the market, with 
350 weekly flights, compared 
with the Japanese carriers’ 
34 per cent market sbare 
with 192 iligbts a week, 
according to the Ministry of 
Transport. 

The situation is similar in 
tbe air cargo market, where 
US carriers have a 54 per 
cent sbare against 46 per 
cent for Japanese carriers. 

“The new deal will lead to 
much more competition and 
much more capacity. I won- 
der whether the Japanese 
companies will be able to 
sustain profits at lower price 
levels,” says Laurent Del 
Grande, industry anal>'st at 


Dresdner Kleinwort Benson 
in Tokyo. 

Of particular concern is 
the agreement to allow 
unrestricted beyond rights 
to Incumbent carriers. The 
US has already benefited 
handsomely from existing 
beyond rights that allows 
incumbent carriers to fly 
from tbe US to Japan, pick 
up passengers or cargo and 
fly on to a third country. 

The new agreement is a 
blow to Japanese carriers 
because it gives US carriers 
open access to the Asian 
market from Japan. In spite 
of the region's recent eco- 
nomic w'oes. "in the longer 
term this is one of the few 
markets in which structural 
growth in traffic is still 
expected to take place,’’ Mr 
Del Grande said. 

In return Japanese carri- 
ers have obtained beyond 
ri^ts that pale by compari- 
son. The right to fly from the 
US to Europe is not included 
in tbe latest agreement. Fly- 
ing fix>m the US to South 
America is a possibility but 
hardly offers tbe opportuni- 
ties seen in the Intra-Asian 
market. 

The Japanese industry 
does not bave much rime to 
prepare for intensified battle 
over the air. And, after the 
four year agreement runs 
out, they can only look for- 
ward to farther liberalisa- 
tion down the line. 
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The famous Ironbridge is both _a legacy of the 
Industrial Revolution and a testament to Telford's 
unstoppable business success. £2,000 million of publi 
and private investment have made it tbe 
region's f^test growing town, and CNT, 

England's largest owner of development 
lanfl, has a wide range of prime develop 
irient sites available here for l^t-track sale. 

But business isn't the only success stoiy J 
in Telford. There's also an excellent 
quali^ of life, with the South 
Shropshire Hills, Snowdonia 
and the beautiful Welsh coast all in e^ 
reach; a wide range of sports and leisure 
facilities; attractive homes in Telfbrd-and 
the surrounding villages: and one of 
Europe’s biggest town parks right 

next to the magnificent Telfbrd - ' 

Shopping Centre. 

Wherever you are 

in Telford, you're no more than 10 minutes from 
the motorway system, with rapid access to key 
regiohal and national markets and the region's 
major airports. 

Tklkto CNT orthe Telford Development Agency. . 

Hi^iluaUtyfTttidieldsiusaUaweompanvsioJetvlopiher^tinetmses ExfandingeampaniPjKihetpuihtyfm'icfandhgji-tfchsKijrftTrmshe 
We’re ready to help you find success here in Telford, (m-thtir business. UKanJmersaisabmohimTeHard. 

LOCATIONS MADE FOR BUSINESS SUCCESS. 

CNT SElls LAnVfOR Th¥ BUSINES S PREMISES IN 19 KEY LOCAT IO NS THROUGHO UT ENGLAND, 

ASK ABOUT ♦ development SIIT^S. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AjND COMPREHENSIVE SERVICE. 


TTierv 's a supeth and omstdendy expan.iing ckauv of all kiiuls of ihoppiug 
fA£ii\t\es,fr^ small specialist shops tofttmiUar Hi^ Street names. 



ES IN 19 KEY LOCAT IO NS THROUG HOUT ENGLAND. 
. ♦ CONFIDENTIAL AjND COMPREHENSIvYsERVICE. 



•V.1W .r ^ 


IN THE UK CALL 0800 721 721 FOR DETAILS. OUTSIDE THE UK CALL +44 1908 696 300. 

e-mail: mi<llands(3icat.org.iil( internet: http://wvrA-.eat.org.uk 
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Not only do we offer unrivalled standards of 
service on our flights, we also have more of them. 

JAL nies from Europe to Tokyo, Osaka and Nagoya 
more frequently than any other airline And we have 
the advantage of afternoon and evening departures. 
Which means we can offer you a flight that fits in 
with your business rather than your business having 
to fit in with your flight 

For Bight bookings or more information call your 
local ML office or contact your travel agent 
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Rail infrastructure group has proposals for staged construction 


Hope for route to France 


By Charles Batchelor, Charts 
Gresser and George Parker 


Railtrack is seeking early 
raiitg with the govemment 
over proposals for the £3bn 
($5bn) high-speed rail link 
from London to the Cbazmel 
txomel which could involve 
building the line in stages. 
Itailtrack is the privatised 
owner of the infrastructure 
of most of the UK rail net- 
work. 

It wants to delay constrac- 
tion of the most expensive 
tunnelling sections near 
London nnti] passenger reve- 
nues have built up. But this 
could hold up completion of 
the project for lO years 
t^<md the original comple- 
tloa date of 2003. 

In the weeks before its 
plans collapsed. London & 
Continental Railways said a 
phased construction was for 


hidden by the legislation 
-authorising the li^. Rail- 
track has asked fts advisers 
to study the legislation to 
see if a phasing of the irnk 
would be acceptable to the 
government. But oEBdals at 
the transport department 
said the Channel Tunnel 
Rail Link Act required the 
route io be completed in its 
entirety. Any change would 
require primary legislation. 

Railtraek’s directors met 
yesterday for the first time 
since the collapse of LCR's 
plans and ordered a detailed 
review of the passenger and 
profits figures revealed by 
LCR last week. **We are 
determined to get involved if 
there is a role for us.** Rail- 
track said. 

'There is a railway to be 
built here we wmtid 
to build it We d<m‘t want to 
be portrayed as waiting in 


the wings watching the 
death throes of the ittoyect.*' 

Railtrack is keen to take 
over the construction and 
iteration of tl^ lUftsn 
but wants a train operating 
company similar to those 
which nm the fcrnner state- 
owned British Rail lines to 
manage the Eurostar passen- 
ger train service between 
Paris,. Brttssels'end London. 

Railtrack said it wanted a 
sin^e operator fw the Euro- 
star trains rather tvmn fhi* 
consortium which existed 
under LCR because thu 
would allow a mote elSective 
marketing of the service. 
LCR was riven by disputes 
between the consortium 
members which led to the 
subsequent withdrawal of 
several senior marketing 
executives brought in by 
tnigin- 

National Express, an LCR 


shareholder, plans to hold 
with RaQtrack in the 
hope the two can pcesmit an 
attractive package to the 
govermnenL - 

Riidiard Branson's .Virgin 
group Is also likely to'pltdi 
im case to Railtrack in the 
near future: 

Railtrack shares rose 
again yKterday by IS pence 
to 986V& pence in London. - 

In the CSty, advisers said 
the government deacon to 
rofuse more subsidy was' 
ri ght but the suddai pubUc 
collapse of LCR's plans 
might damage Labour’s 
plans to win private sector 
finance for large infrastnio- 
tute projects. “If the govern-' 
meat had been. clbs»^ to the 
project - it mi^ have been 
possible to i»«diet events 
better" said one banker. 
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Jury deals 
a blow 


to gaming 

industry 

giant 


By John Mason in London 
and Richard Tomkina 
in New York 


The London jury’s verdict 
marks the first serious blow 
to the reputation integ^ 
rity of the world's biggest 
supplier of lottery equip- 
ment. In the US, GTech’s 
stock price fell as investors 
reacted to the possibility of 
the verdict affecting the 
company's prospects, in 
early ^emoon trading, 
shares were down - a 
little over 2 per cent ■> al 
S2PA in sphe of the market's 
strong rise. 

GTech has long attracted 
controversy, rumour and 
criticism over Its methods of 
winning lucrative lottery 
contracts. Until now. the 
allegations of bribery and 
malpractice have never been 
proven and the company has 
resisted such claims With 
extreme vigour. 

Robert bmirlian, an equi- 
ties anal3^ at Standard & 
Poor's, said; "If something 
like this sticks. It could cer- 
tainly become a problem for 
the company in trying to 
negotiate new contracts and 
to renegotiate older con- 
tracts. On the other hand, 
GTech is one ol the most 
cost-efifective lottery compa- 
nies in the world: so even 
though it may not look good 
for the coumany. and may 
even result in people having 
to resign. GTech stiB has the 
cost structure and technolog- 
ical capability to run a very 
good littery operation." 

The company and Guy 
Snowden, its ^lairmaii, wDI 



flMdatCcir- 

Ridiard Branson celebrated in a pub and desolbed -fte piescsit lottery system as —a ' 
risk-free private monopoly vritfa a licence from tiie British govemment to print manej^- 


‘On the other 
hand, GTech is 
one of the most 
cost-effective 
lottery 

companies in 
the world’ 


now be remembered for the 
words of bis offer to Mr 
Branson: 1 don't know how 
to phrase this. I^taard; 
there’s always a bottom line. 
In what way can we help 
you? I mean, what can I do 
for you personally?' 

GTech is largely synony- 
mous with Mr Snowden, who 
began his career as a junior 
computer technician with 


IBM about 30 years ago. 'He 
quickly saw the p^xslhility 
for applying compiitm' tech- 
nology to the buTgedning lot- 
tery business in the US!. 

He set up GTbi^izi I960. 
Under his hanobnm leeder- 
ship, it grew to b^Dme the 
world's biggest kilfiiy opera- 
tor, currently helium run 72 
lotteries on behalf ^govern- 
ments and public auOiorities 
on five continents, hi the US. 
it operates 27 azid the 37 
state lotteries. . >i 

The mixed reputation oi 
the gamhiing industry has 
ensured GTech's'’bnsiDess 
methods have often been 
questioned. These came 
under close scroti^ wfam a 
former national Sles man- 
ager was proeeco^ in Eeh- 
tucky, accused conspir- 
acy, fraud, *' money 
laundering and bribery. 


Federal proaecutOT's 
dalmed that JJ3avid. Sm^ 
set up -a shell company to 
convey payments from 
GTech . to himself and 
LJlttger Wdls, a fonner Ken- 
tucky state^oOhdaL 

Mr Sunth^ lawy^ clHtined_ 
during the case that GT^ 
oftexi made "gDodwHl" p^- 
Tpents when seeking kitt^ 
contracts. GTech strongly 
denied this allegation and 
denied knowing of ' the 
alleged scb^e. The - two 
men were a^uitied after the 
judge concluded there wu 
too little evidence. Hbvave^- 
in a later rase In New Jer- 
sey, Afr Smitb was convict 
of defrauding G-TOch- . 

GThcb has always admit- 
ted. payi ng piditical oousul- 
tants and -othets for advice 
hut has always strenuously 
denied any wrofogdonig. 


Ford to invest 


more in Jaguar 



By John QrifBtts in Lorxlon 


Ford's Jaguar subsidiary 
disclosed yesterday that it 
would spend at least nOOm 
(S167mi more on its K400 
"small car" project than the 
£300m previously indicated. 

The project, for which 
Margaret Beckett, chief 
industry minister, confirmed 
£43m in UK government aid 
yesterday, means that a 
planned reduction of nearly 
LOGO in the size of the 2.900 
workforce at Ford's Hale- 
wood foctory in north-west 
En^and in the year 2000 wiQ 
not take place. 

Ford had iutended to cut 
jobs aft» production of the 
current Escort ended. The 
smaller workforce would 
have started building a 
niche-market MAY (multi-ac- 
tivity vehicle). 

Instead, fiie MAY wfU he 
built in Germany or Spain. 
There wlU be “only a short 
transitioa" between the end 
of Escort output and start of 
production of the X400, 


initially at a rate of "at 
least" 100,000 a year, Mr 
Nick Scbeeto, Jaguar's <±air- 
man. said yesterday. 

The Halewood focttny was 
a scene of jubilation yester- 
day as Tony Blair, the UK 
prime minister, proclaimed 
the Jaguar project as "sl vote 
of confidence in Merseyside 
and in Britain", during a live 
satellite link-up between his 
London office, Halewood and 
Ford chairman Sir Alex Trot- 
man in the US. 

Jaguar acknowledged yes- 
terday that the X400 - the 
project with the biggest pro- 
duction volume in Jaguar's 
history • could more than 
quadruple Jaguar ou^rut to 
more than 200.000 cars a 
year. But it Is understood to 
be hoping for greater produc- 
lion volumes for the car, 
believed itself to have world 
sales potential of 200,000 
units a year. 

Some 00 per cent of Jag- 
uar’s outi)ut is exported, and 
it plans to invest over $l.5bn 
in its global dealer network. 


on 


net may expand 


^Mice R a w sUiu TO' 
in London 


Barnes & NoUe, one of the 
biggest US booksellers, may 
set iq» a UK distribiition cen- 
tre tor its onltaie retail oper^ 
ation. BaniesandNoble.com 
currently sells books to cus- 
tomers In other conntrles 
from its D5 dSstribntion ceo- 
tre hi New Jersey. 

Susan Boster. director of 
marketing strategy, said 
Barnes 'was keeiL to increase 
fts online sales, ootside the 
US and was assessing the 
toasibfUty of a=-UK centre, 
possibly with a^ocal part- 
ner. Expansion of Barnes’s 
online opowtion is Uheiy to 
be co-ordinated with its 
international gro wt h plans 
for traditional stores. 

Last year, a team of 
Barnes ezecvtives visited 
the UK to look tor soper^ 
store sites. Hie search has- 
now been abandoned and 
company is now looking for 
aequisitiOD or Joint venture 
opportunities. Borders,. 


Barnes* rival in the US,, 
bought Books Etc, the UK 
book dialn. last year, and is 
building its first-UK siqwr- 
store, on London's. Oxford 
Street - 
UK booksellers are pi^iar- 
ing tor the competition'. Hia 
Gronp, whidi owns DOloos 
bookshops and the HHV 
music chain,, has joined 
forces with Ite Waterstone 
to buy Waterstone’s, ihe- 
book chain be founded, frnin " 
W.B. Smith. After the drat' 
Dillons, HMY and Waters 
stone’s will be folded into a- 


new rampany. 

Barnes -is keen to estab- 
lish a presence 'in the .UK 
before Bord»s and the tmw 
company become .firmly 
nirmidied in the market, ; 

BarnesandNob1e.com vrilJ 
make sales of gioom 
^a9.8m) in its corrent finan- . 
dal year, according to Ms 
Boster, and to move into 
profit next yaar. B etw e mi 15 
per cent and .20 per pmit.af 
its sales come from custom^ 
ers ontaide the US. 


UK NEWS DIGEST 



s insures 


rogue trade risk 


'A syndicate at tile Uaydk <rf London insurance maricet 
said yestttday it bad sold tto ftrst insurazice poDcy cover 

ixg' banks tor the risk of *Yogue trading" . SVB Sj-^cates. 
a’lm^aging agency, launched the policy last October. It 

said tim buyer was a "la^ New 'Voris based financml 

fngMtTTHnm with global Operations”. Ute risks ass or ted 
with ttaden imdm pressure were graphically illQstrated 

by -file coDapse tite Barings merchant baidt is 1995 fol- 

Idwfng'tlie loesebTun 19 by the Singapore-based trailer 
Nlifr L eeffo n. nariwg c sufGoad losses of £800m f$l,33Smh 
hi many cases, 'such lasses are not covered by fiddi^ pd- 
- ides because ttie trader has not been involved in fraud for 
petaonal SVB’s policy provides cover tor a tr ading 
I pffi which been cracealed by -a trader or falsely - 

lecorded. Ihe cq^ of up to $300m extends to commit- 
ments in of penzdtted trading in unauthor- 

ised mstruments and trading with unapproved counter- 
parties. Toifiuaiify, TwHks will have to show they ^ve the 
no t! 0*iisiu.y internal oonfrols in place. Jon Kefip 


NORTHERN IRELAND 


Minig ter’s rock celebration 


The grounds of Stormont, in Belfast, tim formic seat of 
the nnifin<gfc A wntoatpH NoTtbem. frehuid parliament, are 
hrtwg gfi a rodc eMicert vnue, in a further 

sign of theTJK gnvennnent's optimism that a deal can 
Mi> w r gB from the troubled mnlti-party talks- The Northeni 
hteland Office-said yesterday it was talking with a number 
of local promoters. -Mo Mowlam, chief minister for North- 
can frriand in the UE govmnmmit - whose idea it is - is 
understood to be considering ^timg a public holiday and 
wgiwy the.cottcert as an occasion of public celebratiim If. 
there is a successful outcome to the negotiations in' the - 
meiby Ccetla Buildmgs. 'Tts in keeping with a lot of pop- 
tViing ft Tj>hrtnr are dofog elsewbers. Stormont is sym- 
boUc of Northern Ireland’s past The place badly ne^ is 
new mcge." said one promotions official. 

• The Kgnry>rt Tny niiirf VolunteeT Force, which appoees 
the ceasefire by Isrgff anti-nationalist paramilitary . 
gr mr p B , Htviftt rt a nart yesterday "to twiiaaeh an unholy war 
M gaS'hgt tha tmtinwaitet community". The announcement 
followed alleged death tiireats against the fomily of Billy 
Wri^rt, the hzqnisoned LVF leader gunned down by 
r^r^lican faiiwatea in the top security Maze prison hr - 
December. The LVF, which has been blamed for sev«al of 
the recent murders of Catholics in Northern 

freiend. iasuedk coded statement threatening more kOP 
ini^ unites republicazis withdrew Qie alleged threat 
within the next 12 hours. The LVF statement came days 
after the group proxzii^ to end eO killings of what it 
tKined . "innocent Catholics". Jo/m Murray Brown 


THE ECONOMY 


GroT^ m manufacturing slovi^ 


NO-OC aU-D AOXSE 
OS OP NOT VONQ 
ooa TO 
ka? rr gcsvhQ 




Mannfrcturing growth has 
almost disappeared as 
exports are being squeezed 
' by the strong pound and 
the Asian Gnanclal turmoil, 
according to the latest sor- 
vQr data. The toannfactur- 
ing purchasing managers' 
index, considered one of 
the most reliable snapshots 
of the UK economy, fell 
from S2.7 in D^mb^ to 
51,3 in January. The Janu- 
ary levd lies just above the 
“nocbange" thresboJd of. 
SO. Yesterday's figurra 
strengthened expectations 
among UK economists that 
the Bank of England, the 
UK central bank, would 


leave interest rates unchanged at its scheduled monthly 
monetary poB;^ meetiog tomorrow and Thursday. Base 
rates are now at 7B5 pa- cent The data add to the policy 
dilemma freed by the Bank, which is confronted by a 
weak maTwfiirtiTring sector anH rising infiationary pi^ 
sores in ffiesesvices sector. Since manufreturing 
accounte far less than one quarter of economic output, 
trends in the services sectw are likely to weigh beavitf in 
the Bank’s overall monetary policy stance. The January 
pgrdwsing maimgeis’ survey for the serricss sector is 
due to be publisbed tomorrow. The single biggest factor ~ 
behind yesterday’s reported foil was a decline in esqports 
after a snzpiitingly robust perfonnaneein December. The 
ei^mrt order hidex frU frtnn 52.1 in December to 48.6 in 
January. Wo/fyaag. Manekau 


FOOD SAFETY 


Row oyer cancer report 


ScienHstebeMeve the eaovernmentjpay h& daiaying n, 

rcpoirt on diet and cancer because its findings oh ted m^ 
do not back. ig> cixitFoversia] official advice to cut con- 
siimptiocu Members of the diet and cancer working group 
of tile Committee on Medical Aspects of Food Policy . 
(Coma) want the rqpm published immediately it 

contains fludingB off a wide range other israes con- - 
neeted with caheer-prevention. It has been delayed since 
September wh£s Frank Oobson, dtief health minister, 
advised peopte'eatihg thie-aver^ of 90 grammes of red 
aneat a day to ixmsid^ anting down because of links with 
bowel cancer. *11 wbiries me that it hasn't appeared.” said 
Stai^ Veudt, reader to cancer studies at London Uni-. 
vezsilYs tostitote of Cancer Research and a member of 
tlfr e^ert groiQ. Zfr said the report oontatoed important 
Tecaumepdatidns,--for esamp^ doses ofvitamto 


inccease the oHung cancer: 


Alison Maitlattd 


I'PUBUC HEALTH 


CJD datk 


Tltenew vasdant <a &wafctie1dWafcob cBsease; to 

BSE or ni^ cow disease. JtiOed 10 pec^ to the UK last 
yew - the same number as to 1996 - the D^farimenkof 

Health said yesterday. The first three virtins had diedm - 

1995. The last new case was diagnosed to.C^bez 1997, 

the department said« biit a patient preyipusly cpa&cmed.' ' 
assu^ringfromtiiebratodiseasedied'inDecemb^.'- 
A tt h ouai the latert figures seem reamn^ng, 
it is too early to.discoimt the possibility a^aa ^ideitoi^ 
r esnitto g from people rating contaminated m^m the 
1980s, before the government took preototibhk-to-li^i 

humw eiqKisare toBSE. . - iS^Cooksoa. 


Defence review may group for 


By Alexander Nicoll, 
Defence Corre s pondent 


Helicopters belonging to each of the three 
armed services could be grouped under a 
new joint command as a result of the gov- 
ernment's strategic defence review. 

The move, still at the discussion stage 
along with many other proposals, would be 
part of a thrust towards Integrating activi- 
ties of the services to areas where greater 
"jointness” could improve operational effec- 
tiveness and produce savings. At the 
moment the army has 270 attack helicopters. 


the Royal Air Force 164 for transport, search 
and rescue anrt traintog, and the Ri^al Navy 
114 armed helicopters, 

A prime atm of the review is to make the 
forces more flexible, ready for service at 
short notice to opnations such as those in 
the Gulf and Bosnia. Jototness would play 
an important part in this. 

An augmeutation of the resources avail- 
able to the Joint Rapid Deplc^ment Faroe - 
parts of which are ready to deploy al less 
than 24 hours notice - is also llltety. ofScials 
said. ■ : 

George Robertson, the chiri defence minis- 


ter, has identified "strategic' lift" - aircraft ' 
and ships which can lift heavy-:eqnipinent to 
distant operations - as a gap. to":Brltato^ ' 
ff^pahniHas whirii needs addressing; ' ' 

A senior officer, briefing l epo rfei a- yester-' 
day at the Permanent Joint Hradqiimtera 'at - 
Northwood, north-west Loodmi, said meet- 
ing this need' was more - important thtoi' 
arirting to the weapons and eqoipment which 

the joint force might have wbeud^h^red^ - 

The officer said a larger aircraft was. : 
needed than the Lockheed MarttS' C130J, 
wiffi-whldi the Royal Air Force Is now repla- 
ctog its transport fleet Britain has recently • 


• borrowed American w^os-Russian 
Axitbiiov aircraft. . 

: - vA lobby- is-Jbdtis^-to be btifidiz^ within 
toe RAF' 'to pnreSi^e' or" lease ‘the - Boeftig 
C17, aft hoiigih-tiiere -ig also pgirflcal and hud- 
fiPriai-y .plrQQ^ the tfrraper 

bto--smaUer. '-Pnluro : Large' Aircraft' bemg 
devdqped.'by the Airbus consortitun. Both 

areJs^ltooii^tocarrytwofrdieopters. - 
. The raid <^her. weaknesses- to'-the 
JRDF'^clnd^ inadequate sustaibabillty of' 
lack of equipment 
. neraea 'for espiedi^nafy warfare a^. the 
need far-mcra iotait . 
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Machines ■ 

and medicine 


It has been little short of a 
revolution. Over the past few 
decades, medical technology has 
advanced through a series of daz- 
zling innovations, ranging horn 
heart transplants to test tube 
babies. 

But the' achievements of 
medical technologists onhr the' 
coming decades could be even 
more significant. Advances in 
electronics, and biotechnology 
could radically change the 
treatment of many, diseases. It 
could also have a de^ inyMtct on. 
the role of doctors and 
in the 2ist century. 

‘^bere are changes under way 
that are terribly praEbund,” says 
Sir Michael Peckbam, former 
head of NHS search and 
development and now Hn-actor of 
the science and health forum of 
the school of public policy at 
University College London. The 
most poweifol levers are genetics 
and information and 
communications technology. 
They could produce a real gear 
change.” 

Medical equipment is likely to 
see some radical changes, 
according to many in the 
industry. ”In a few years, 
computers may help train 
doctors, guide robotic devices, 
diagnose diseases and 
recommend treatments in 
hospitals where operations can 
be knife-less and new artificial 
body parts are available fbr those 
who need them.” aocarfing to the 
Health Industry Manufactnms 
Association. the 

Washington-based medical 
technology associafion. 

Some of thpsp idiMc may sound 
far-fetched., but work is already 
under way. Robots capable of far 
greater precision than ai^ 
surgeon are being tested in hip 
replacement operations. US 
scientists are designing computer 
chips containmg DNA that can- 
diagnose cancer from a blood 
sample. 


Researchers think they will 
soon be able to replace almost 
any part of: the body with 
ingplants engineered firom living 
.cells and synthetic materiala *7 
think we are at the start of a 
technical - revolution in 
medicine," .says John Robinsc^ 
chairman of Smith & Nephew, 
the ' UK medical technology 
company. 

Advances ' in information 
technology could also have 
ixhpmtant Implications for the 
qimlity of healthcare. Better 
mimagement of-inllbrmation - to 
give doctors access to a patient’s 
entire medical record and 
up-to-date . information on 
treatmeztt - could "Tevolatiomse 
the health service”, according to 
Soim Williams, director of the 
pos^raduate medical school in 
Swansea. 

The ease with which 
information can be sent down- 
teteidioTO lines has ah^iuly led to 
pioneering experiments in 
telemedicme. This gives remote 
communities access to 
specialists, potentially cutting 
costs and reducing the time it' 
takes to get . treatment. The 
Introduction of handheld, 
miniaturised diagnostic gadgets 
is further reducing the need for 
patients to visit hospitals, by 
allowing the doctor to a 

patient’s problem on the spot 

InnovatioDS such as these 


back spendtng on R&D. Medical 
equipment companies to the EU 
spend .5 per cent of their 
rev^ues on RAD. compared whh 
6.7 per cent to the US and 6 per 
cent in Japan, according to Frost 
& SulUvau, the researchers. It 
might also stop healthcare 
organisations buying more 
expensive and advanced 
equipment. 

Nowhere are fiiese issues about 
cost control more pertinent than - 
to the $68bn (£37.7bu) US medical 
technology market, which 
accounts for 40 per cent of the 
world market. Economic 
constiatols are *>>0 way., , 

toanufaeturers think about their_ 
products, says Amy Macdonald, a 
medical technology analyst afc*:* 
.Lehman Brothers iu the- 
US. . ■ ■ 

"The environinent for 
on medical technology has. 
dianged,” she says. "You need to'-- 
have products that not only havei- 
a better rfinipai outcome but also 
demonstrate some economic 
benefits, for all except those, 
aimed at the mos^' 
lito-threatentog conditions.” 

The exception is illustrated by 
the growth of the market for 
defibrillators, life-saving 
machines that restore the 
rhythm of the heart beat Despite 
costing $40,000 each, the market 
is growing at 2&30 per cent a 
year. 



Equipped <pr prepress; iiiseessive innau-itiom: v/ili eri*ur^ a central role 
tcrtecfinology uncmagined in the days oT Rembrandt's 'The An.itonri' Leifton' 


Gomputm will allow doctors to work ■- 
more'effidentty, more invasive ' 
procedures will be replaced with } 

non-invasive ones and more people willl 
be looked after at home 


could tdtimately- save health 
provldeis money.' But for the 
most part, new medical 
technology Is anything but 
ffhpup- This raises the pressing 
question of how progress in 
medical ' technology' will be 
affected by the ahnost universal 
squeeze on healthcare costs. . 

One possible consequence of 
this is that manufacturera' 
margins would come . under 
pressure, prampting to cut 


In Europe, the medi^ 
equipment industry is likely to 
see a period of consolidation to 
response to cost pressures, 

Alan Kent, chief executive of m 
Medical Devices Agency, part of 
the Department of Health to the 
UK. « 

There is a risk that 
consolidation will create 
dtmate that is more hostile (to 
tonovatioD, be says. But. in l^s 
opinion, the companies that 


survive will be the ones that 
invest to R&D. particularly if 
they operate to fast-moving areas 
that make heavy use of 
electronics or software. 

Regulatory change Is also 
affecting the medical equipment 
industry, to the US. President 
Clinton signed legislation last 
November designed to accelerate 
federal approval of certain new 
drugs and medical devices. 
"Regulatory reform is pretty 
uselUL It should make it faster to 
get products on the market.” says 
Ms Macdonald. 

Meanwhile regulations are 
being harmonised across Europe. 
Althou^ this makes it easier for 
companies to market products 
internatiooaUy. they may now 
find they must meet tougher 
standards. 

Tougher regulations have 
increased the barriers to entry. 
This may. Mr Kent says, make it 
harder for a start-up company to 
bring an inno\'atlve product to 
the market. IE so. it may be 
necessary to find some 
mechanism by which start-ups 
can be encouraged. 


Start-ups play an important 
role in moving medical 
technology forward. Indeed, 
many innovative medical devices 
are the work of small companies 
- which then tend to stay small 
because of the relatively limited 
size of the market for most pieces 
of medical equipment. Apart 
fiom a small number of huge 
international businesses, the 
industry is highly fragmented, 
with 6,000 medical device 
manufacturers in Europe alone, 
according to Frost & Sullivan. 

This fragmentation contributes 
to the difficulty* among doctors to 
keep informed and make 
judgments about advances in 
technology. Patients often 
encounter a bewildering 
inconsisteoc>' to the treatments 
offered by different hospitals. 

This problem has been 
addressed in initiatives that 
attempt to sift the evidence on 
the effectiveness of treatments. 
Trying to make things more 
rational by spreading best 
practice could have huge benefits 
for patients, according to 
Ruairidb Mitoe. director of the 


UK's National Co-ordinating 
Centre for health technology 
assessment. 

Writing in The Lancet, one 
expert predicted that the 
Cochrane Initiative - an 
international network set up to 
evaluate the effectiveness of 
medical treatments • would be as 
important to human health as 
the Human Genome Project, 
which is trying to identify all the 
genes to the human body. 

It may seem odd to compare a 
rather unglamorous attempt to 
analyse the results of clinical 
trials with an ambitious ~ and 
potentially invaluable - project 
on the cutting edge of genetics. 
But to fact the impact made by 
ambitious, high-tech projects is 
often dwarfed by more mundane 
initiatives. 

A large number of new 
treatments do not turn out to be 
a significant advance on the old. 
Indeed, medical expens agree 
that the overall health 
improvements to the developed 
world over the past century are 
as mudi a matter of education, 
better sanitation and living 


standards as medicine. 

Certatoly, there is -no scope for 
triumphalism when it comes to 
judgtog medical progress. The 
treatment of cancers and 
degenerative conditions, such as 
Alzheimer's disease, are 
distressingly inadequate. Even 
antibiotics - the most 
outstanding success story of 20th 
century medicine - have lost 
some of their power. But it would 
also be hard to justifrr pessimism 
about likely improvements. Even 
conservative researchers think it 
likely that computers will allow 
doctors to work more effidoitly. 
that more invasive procedures 
will be replaced with non- 
tuvasive ones and that more 
people will be looked after at 
home rather than to the hospital. 

Optimists can go much fo^er. 
They point to the sense of 
excitement surrounding much 
fundamental research to medical 
science and tedinology*. Over the 
next decade, much of this work 
will come to fruition. If 
successful, it could have an 
unprecedented potential to 
enhance and prolong life. 
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„;.BUSINE$SES FOR SALE 


RiSTAURANT BUSINESS 

Cambridge 

CRfrmVE RESTAURANTS LIMITED 

The Joint AdsunistiRtive Reedven, TE. CsOaghan and 
CM.X Haig offer for sale the husinesa of a themed xeslaii- 
lanL 

feahires of the business: 

■ Situated on main feeder road into Cambridge 

5 Ground Soor restaurant - S5 coren 
. Rist fkxir wine bar , 

■ Reoendy lefuilibhed and fufly 6tted 
■ Leasehold premises 

Fn fn^er details please contact XE. or 

N. Smunons at Baker TlQyv 2 Bloooubmy SireeL Londen 
WaV3SX 

Td: 0171 413 5100. Fr 0171 413 5101 


BAKER TILLY 

ChmrtereJ Arewnumi 
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Coopers 

&Lybrand 


The properly 
specialists 
for golf 
and leisure 
businesses 


SuRVEVORS.'VilUJERS & AGENTS 


PROFTTABLE 
27 HOLE 
GOLF COURSE 

DORSET 

FOR SALE FREEHOLD- 

-175 ACRES 


ITanslation Agency 
EerSale 

Blue Chip Clieni List 
EstabUsNM over 15 years 
Excdlfpt Reputation 
Nation^ Coverage 

Write.SK Box B56S3 
Flnaodal Times, 

One Southwark Brid||e. 
LooMwSEI 9HL 


COSTUHB J SWBLLERY 
Maifufacturers 
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* T«ra«»cr * 
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for 
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Dm D94^ RgasEuI Tibu. 
Oar SoBlbviit Bnigt 
UbSm SElWa 






The Joint AdminbtialivB Receiveis, Dovid Wilton and 
Anstalr GiDVR otlar tor »Id the business and ossets of this 
Sotfftufi; West MfOtands based compsiy. 

Piindpol tootures of the business Ineluds; 

• tunovsr c£2.5m 

• significant eq»it customer Cose 

• £300,000 Older book 

• skilled vKxktoice of 32 at dote of iBceiveishto 

For further Intonnollon. pleose contod Moik Hopkins 
Coopeis & Lytxond. Temple Court 35 Bull Street. 
Biimtngham B4 6JT. 

Tel: 0121 265 5000. Fox: 0121 265 5650. 


BvAsBliffd by rfV tanif ef An 
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SOAP DYE 




Trading from Ramsbenom, 
Lancashire. 
Enquiries to: 

Stephen M. Oulnn at Baker 
TiDy, Chartered Aceointanis, 
Brazennese House, Linceln 
Square, Manchester M2 56L 
Ibl. 0161 834 5777. 
^0161 8353242. 


U.K. or Overseas 
Manufacturing Opportunity 

FOR SALE 

Air PoiluiioH Mi FitnoAvt. 
Indiana/ apapmeni designs, 
dmings and asscciated eifuipment. 

J5B £UEC. SI Firw ATeniw, 
nteciar«a-6^ Eaei SSS RHP 


1F':e)[K 


?ii^T(T#?T7iT75T7i7TnT 


Seeks new owner 
for development 

HMtotate Nd BSeea Amims nmat. 
One SwilHMih Mdea Londm SEi SHL 


54 Brook Street 
London 
W1A2BU 
Telephone: 

0171 491 1555 
Fax: 

0171 491 2555 


Chesterton 



truck BEirouyKHmiACT HM COMI^ 


wMi iewqsldpartiooif leMom 

^ SdbawMUpnfiu 
• AsKBcXTiSiiiiniee 
' TteBawrefSiiiBBcn 

PMMUBfldawisaiB iwM to iqWtt 

DaM A Bwirt. Uelrtm BRiBlil FlBlIltw 

Ho» 7 ftOfshMbf COWL 9«L BmOndwn Wra 


IVanslatioo and 
Editing Company 


John vcaiDieflivdcipadoo io, or 

poaililysokob 

a AoBldde ccopar (ik £6501X10, 
iKi profit 15%r 

a Sinwednooeorte biett growing 
odes 'd Sod! Eut loadeo 

■ Exedkoldaubite 

a Extoave liaiBlskir dUabtis astvios 
aO dw wtskTs laigD^a 

DLouiliaff 

a Uidii! diy caoBB fradKdd pronba 
R(pBsl»B«BSS73, ' 
PtancWllna. 
OieS Mu ft — i fc Drii^ 

Lmd— SOsm. 


U.K. or Overseas 
Manufactm^ Oppommity 

FOR SALE 

Air niSueen and nijraficw 
Indaaial ofuipmtat designs, 
imnags and assoeiaied egiapami 

JSB BMEC, 51 Flnl A^cbm. 
Wstdifr-wi-SMi Em> SS« s HP 



UQUIDATIONS: 
RECBVERSHIPS: AUCTIONS: 
200*^ Liquidalions ft RecWveisMps 
Wed emey wertt. mAsI they dd and 
who p eewaa * CawiwicM Auceens. 

BUSINESSES FOR SALE; 
litonthly fist of over 100 * dWetem 
businesses ft propeny opportunities. 
OSIffACT: 

TbI: 01652 680689 Fax: 680867 


CHRISTIE &. C2 


Surveyors. Valuers & Agents 


Software Titles 
FOR SALE 

icftww B 6he Oip gewpa um . 
0»ncr woho B> ccodcaMe CD 
dmkrnn of ne* praAKD. 
Enmmn weeU-wrie ponnui. 
WriUMc tka BS6S3.FbBacitt Times. 
Our Sombwirti SrWBb Lmdee SD OBL 


SPECIALIST SHEET 
ItEra MANUFACTURER 

- ' ^ Chip Customers 
•V . 750K TO MkJIands 
V iT ed rem ^ S^e 
B9eS4 Bttandd 

jPafewnhipWiw^ SML 


AUCTIONS 


mrm 

f^ iUWI io ^ T f ;«\rugx^D0H 

FOR SALE 

CenOaly located Reasonabl|P pneed. 
Prinerpab only. 

WMe ta; Bn B5SD1 . HrnneW Tones, 
CM0S0UlMHkBWgB,LaWwi88l 9HL 


LONG ESTABLISHED 
CONTRACTKrrCHEN 
DESI(^&INSIAlijVTI0N 

□ Good nai pnlin/Iow cwedadi 
. O GoetidenUe icope to mqiMi 

□ ExBdaginniaenwiiicaB 
cootnie (hr epocified period) 

. ZVt mfUoB wonh of 
bMitoeuBndernegMl g iO B t 
nt Baa BSUfi. PlnDdel Tina, 
0neS >iiidwi efc B rNp.UedG«S8l»HL 


MAJOR SALE FROM SITE: 

LARGE CAPAOTVCNCMACHlNimCDrniES AND (^BMACHINESn 
CNC AND OtM'fVOmONAL MACHINE TOOLS AS LATE AS 1996 

Machines Located: Cbasgwoti, Sostb Korea 

Viewing: Ttiesday, 34 February 1P93 

Sale Days: Wednesday, 25 and Tborsday. 26 Febnutry 1998 

7 CNC MaeHning Oeftim 

11 CNC'Taui^Ccnira 

26 QIC and Cmventlooal Gear MacUacs 

Criidccs. LallM, MOs, iBfipMdaa & G«unl MacUse Took 


PerdeuUed eatalogan and ealoar/lfsheet eantaee 


>r V isil; v. « w .bcnrv bnIchi r.cnnh'l)i)L'Rs:in/hm ksjn. 


- ► HENRY 
J^BUTCHER 



FOR SALE 

NORTH WEST 
WASTE BUSINESS 
CT/0 Approx flm) 

wmi PLANTONC PERMlSStON' POR 
RECYCUNC/lRAiNSFER STATION 
Wrbe ID Bn Ne B5fiS7. FlnepeW Tlmo, 
Ok Swnl i wnfX Bridfe, Leodoe SBl 4HL 


SPECIAUST GLAZIERS 
Seath at Engtond 

• Mehe marfeets including plant, 
secunty. shopfroritft and retail 

• very proflteble; T/O 6400k 

• Established 15 ywara 

Mbnb Coipetsie Fbnce 


Suffolk 


Resdentul Care Home 
REGmEXEDFlMt24 

• May le-register for J7. 

■ Rnn onder nunigenienL 

• Pesseager lift. 

• Advised fee iocome ranges from 
£832-£960 per reridem per month. 


Ipenieh Cfffiet Rrf 14/FT7449J 

01473256588 


I Lincolnshire 


NubsingBoue 

Regisieredfqr36 

■ 30 single I i2 ea soiK) and 3 double 
leoDU. 

■ Inoamc yev end 304.97 S08537. - 

* Indiides moden 4 bedroom boiue 
in riRi 10 uies. 

• Single flony. Pm pmpase boilL 
£65M00 FREEHOLD 
Saaingkaa C^ke RefSJJFnpiSS 

0115 948 3100 


RsaiwinAL Care H(»iE 
RBGBnXEDF0tl4 

• Pneaga-hft, 

• Concisieai hi^ ocenpaney. 

• Fees average C35 per week. 
£2994150 FREEHOLD 
Ipswich Clffiet Ref ld/FT7df45 

01473 256588 


VicroRU Hotel 

* Long (stablbbed Ifaiiving business 
sttracting local and louriei trade. 

■ Lounge bar and lestamani (70). 

* S en soiie lening luonii and 6 self 
eontained Qais. 

* Some owners 7 years. T/0 circa 
£330500 inei). 

£420,000 FREEHOLD 
ClatgoH- Office Rff6S/FT44994 

0141204 3000 


HERT'FORD-SHTRE 


The Homestead RsaDENTiAL 
CareBome 

CURRENaY REGBIERED FOR 32 

■ Ideal opport u nity u> redevelop. 

• Fees range £345-£27S per wecL 

* Same ownenbip 46 yean. 
£S95jnO FBEEBOU) 

/yvwfd!i Office Rff 14/FI74S38 

01473 256588 


Norfolk 


NdrsincHome 
RECBTERED FOR 19 

• Spacious owner’s acccnunadanaiL 

• Potemia! fv iwtber devdopmenL 

• Fees range £3l8-£326. 

• Reiiiemeat/enlgrara tale. 
£420,000 FREEHOLD 
Ipswkh Office Rff J4iFT745S7 

01473 256588 


OfFicES AT: London • Birmingham • Bristol • Edinburgh 
Exeter - Glasgow • Ipswich ; Leeds • Manchester 
Milton Keynes • Newcastle • Nottingham • Winchester 
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LAW 


Partial victory 
for Ladbroke 



The Suropean 
Court of First 
Instance has 
partly 
annulled a 
decision by 
the European 
Commission 
on state aid 
granted by the French 
authorities to Pari Mutuel 
Urbain iPMU). the French 
off-course betting group. 

The decision arose out of 
the loag-running dispute 
between Ladbroke, the UK 
bookmakers, and the French 
betting system. Ladbroke 
chedlenged seven measures 
adopted by the French gov* 
emment in favour of PMU. 

By its 1993 decision the 
Commission exempted three 
of the measures from Euro- 
pean state aid rules. It also 
decided that the four other 
measures did not constitute 
state aid. 

The Commission only 
exempted the three mea- 
sures until 1999. After that 
they were incompatible with 
the Treaty of Rome and the 
aid had to be repaid. 

The Commission neverthe- 
less limited in time the obli- 
gation to recover the aid 
because the French bad 
invoked the principle of 
legitimate expectation by the 
recipient that the aid was 
law^ It also left it to the 
French to calculate the 
amount of unlawful aid and 
inform Brussels. 

The Court said the Com- 
mission bad erred in relation 
to three of the four measures 
it decided did not constitute 
state aid. These included the 
retention of unpaid winnings 
by PMU to finance social 
security expenctiture, a two- 
month deferral by the state 
of public levies payable by 
PMU on betting, and a deci- 
sion changing the allocation 
of the amount of public 
levies in PMC’s favour. 

It made several observa- 
tions on what constitutes 
state aid. It said the concept 
of an aid was objective and 
distinguished between mea- 
sures of state intervention in 
terms of their effects. The 
causes aims of a measure 
were only relevant to the 
issue of exemption. 

In respect of tax legisla- 
tfon or the implementation 


of tax arrangements, the 
exercise of such competence 
by the state may prove 
incompatible with state aid 
rules. The rules apply 
whether a measure is perma- 
nent or provteionaL The fact 
that the level of aid is rela- 
tively low does not preclude 
the ban on state aid aK>ly- 
ing. 

Where state resources are 
transferred to the aid recipi- 
ent to finance social expendi- 
nu« which an undertaking 
is normally responsible for, 
such a measure constitutes 
aid. 

In respect of the three 
exemptions granted by the 
Commission, the Court 
found no reason to interfere 
with the Coounlssion's dis- 
cretion in such matters. The 
compatibility of a state aid 
with the common market 
raised complex questions of 
economic fact in circum- 
stances ^lich were liable to 
change rapid^. 

The Court's review was 
limited to verifying compli- 
ance with procedural rules, 
the accuracy of the facts on 
which the decision was 
based and the absence of 
manifest error of assessment 
and of misuse of powers. 

Tbe Court overturned the 
decision to limit the tempo- 
ral scope of the recovery of 
unlawrfiil aid. It was for the 
recipients to invite tbe prin- 
ciple of legitimate expecta- 
tion, before the national 
authorities or courts. The 
Commission was wrong to 
rely on the position of the 
French authorities in respect 
of the purported Intimate 
expectations of PMU. 

The decision to allow the 
French to calculate the 
amount of aid to he recov- 
ered was permissible. Euro- 
pean law does not demand 
the Commission calculate 
the amount to be reim- 
bursed. particularly where 
the calculation involves con- 
sideration of rates and 
means of recovery fixed by 
national ta.x r^pmes. 


T'67!$4: Ladbroke Hacing v 
Ommissian. CFl 2CK Janu- 
arv 27 139&. 

BRICK COURT CHAMBERS. 

BRUSSELS 


INTERNATIONAL PEOPLE 


Bankers Trust 
appoints Soltis 

Stephen Soltis has been appointed 
bead of Bankers Trust’s newly 
formed global asset mangement 
services group which will aim to 
provide institutional clients with a 
range of fund management ser- 
\'lces. 

Soltis joins BT. the US invest- 
ment bank, from J.P. Morgan 
where be was chief administrative 
officer .-iwrf chief financial officer of 
J.P. Morgan Investment Manage- 
ment. At BT he will report to Mary 
Clrillo. head of 8Ts Global Institu- 
tional Services division. ’’By bring- 
ing all of our asset management 
services together in a single struc- 
ture, we have strengthened our 
ability to deliver fully integrated 
solutions to our clients,'* says Cir- 
lUo. 

The new global asset manage- 
ment group bas four main busi- 
nesses: investment management: 
securities leading; custody and 
retirement services; and perfor- 
mance and risk measurement BT 
manages more than $320bn in 
quantitative, index, fixed income 
and cash strategies and was 
recently ranked the third- 


largest US index manager. 

BT is also the fourth largest cus- 
tody provider in tbe world, admin- 
istrating more than $ 2 , 000 bn in 
custody assets for clients world- 
wide. BTs performance measure- 
ment group, which includes the 
Edinburgh-based WM Company, 
supports more than 12.500 portfo- 
lios valued at $l,SOObn. 

William Laois, t’tae York 

Leach joins ABN 
Amro in the US 

Timothy Leach bas been named 
president and chief executive offi- 
cer of ABN Amro Asset Manage- 
ment (USA), the US arm td the 
Dutch bank’s asset management 
division. 

ABN Amro’s worldwide asset 
management operation invests 
more than $85bn In client assets. 
The bank described the appoint- 
ment of Leach as “the next 5(tep in 
achieving the important goal of 
establishing ABN Amro Asset Man- 
agement USA as a global invest- 
ment manager in the US'*. 

ABN said that Charles KUm- 
lowski, executive vice-president 
and director of investmmits. and 
Richard Frodsham. executive 


vice-president and director of mar- 
keting, were to continue in their 
posts. “No further management 
chan^ are plann^" ABN «aid. 

Leach was until recezitly presi- 
dent and chief investment officer of 
Qualivest Capital Management, a 
subsidiary of US Bancorp based In 
Portland. Oregon. ABN said that 
during Leach's posting with Qual- 
ivest its assets under managemrat 
increased from g4.5bn to $U.5bD. 

Iximajiri becomes 
S^a president 

Sega, the video games company, 
has named Shoichiro Irimajiri. 58, 
to succeed Hayao Nakayama as 
pi^dent. 

Irimajiri, viha joined firom 
Honda, was a rising star from his 
days at the car company. A gradu- 
ate of the prestigious Tokyo Uni- 
versity’s engineering department, 
he rose to become vice^iresident of 
Honda, at the young age, by Japa- 
nese standards, of SO. 

However, in a move that sui> 
prised the .Japanese corporate 
world, be st^^ped down to beecnhe 
an adviser to Honda belbre leaving 
the^ompany abruptly in 1993. It 
warmly a year later that Irimgjiri 


joined Sega as vice-president. 

His time with Sega has been 
marked' by dramatic changes in the 
-industry in .which Sega has not 
necessarily cmne out on top. The 
video games maker has faced a par- 
ticulariy rou^ period in- the oan- 
sumer market, where sales of its 
384>it games machine, the Saturn, 
have lagged - those of its competi- 
tors.' 

MidtiyaNakamato, TbJvo 

Web«: to head 
Adecco, fioances 

Felix Weber , 46, is joining Adecco, 
tbe . world's biggest temporary 
r ecr u it i nent agency, as chief ^finan- 
cial W^)er, who b»‘spmit 

IS - years • with the Swiss arm of 
MdriTiBey f the .intanalional. man- 
agement consul^tsi is fbUbwIng 
in the fbotsteg^ o£ several Swiss 
colleagues who have been. head-, 
huut^ £or top positions in' Swiss 
finance and inidastEy. - 

Weber replaces' Peter ' Pflster, ' 
Adecco's current' chief -financial 
officer who is moymg-to the newly 
careated position of clnef executive 
of. Adecco’s' Nbrffi America ^ 
ppmtions'. Adecco has made a 
number ctf acqui^tions' in .Nortii 


America and Pfisteris appoiiitnient 
will strengthen a North American 
management team which untffnow 
hag been headed by Debbld A>nd- 
Heidei- She continues to run Adec- 
co's traditional business in North 
America and Pfister’s first task 
. will be to int^rate the tecently 
acquired TAD Resources Inferna- 
tionsd. 

Adecco, fwmed fixim the reeent 
merger of France’s Ecco and.Swit- 
se-land's Adia, says that its reve- 
nnes are growing nearly three and 
a. half rirngs faster than Chose ctf 
the two predecessor compa n i e s. It 
is' TiiTnihar one in Europe and is 
keen to overtake Man^wer. Its 
arch rival, which is. the leading 
company in .the US. . . 

However, if it is to achieve its US 
aintiwong Adecco sUn pce^ to AH 
another vacancy following the 
recent departure of Oeotge J. 
Gremse, who bad been in chat^. of 
Adecco’s worldwide infonnatlon 
technology. Gtmnse. aforms' retail 
banker with Citibank; has. been 
' appointed' presuteiit of Alanb, the 
car r^tal company. Prior to 
. hamming Adecco's Chief .loforma- 
- tiGsi officer. Gremse was ptesMoU 
of Adecco’s North American 
opezationsi. 

•WSfiepn 77wL Ztmeh 


Moving places 


■ PUTNAM ENVESlT^fENTS 
has appointed John 
Bonepmrth chief of 
international sales. A 
manag in g director, 
Boneparth has been 
Putnam’s chief of 
institutional sales. In his 
new role he lead sales 
activities in Japan and Italy, 
where l^tnam has alliances 
with local companies, and 
for Putnam Offshore Funds, 
the company's tine of retail 
funds domidJed in the 
Gasman islands. He will also 
assist in the development of 
other offshore ventures and 
alliances. 

■ BAYER, the German 
chemicals and 
phannaceaticals group, has 
appointed Werner Spinner to 
its management board. After 
Baytf ’s annual meeting on 
April 30. Spinner will take 
over chairmanship of the 
board committee for 
marketing and logistics from 
Manfred PQeger, who will be 
starting pre-retirement 
leave. 

Philippe D’ Argent. 46. has 
been appointed to the newly 
created post of chairman and 
managing director for 
Europe. Middle East and 
Africa of AMERICAN 
POWER CONVERSION. 


Based in Paris, he will head 
AFC’s sales marketing, 
logistical and client services 
activities. D’ Argent was 
previously managing 
director of Toshiba France. 

■ Herve RoUand, 40. bas 
been appointed director <d 
the atnaTi and medium-sized 
business sector at IBM for 
France and BeUdum and 
becomes a member of the 
management committee. He 
replaces Alain Benicbou who 
moves to IBM headquarters 
in Somers. North America. 
Rolland was prevknisly head 
of Unix systems at IBM 
France. 

■ Patrick Boeder will take 
up the post of marketing and 
sales director of DEUTSCHE 
ASSET MANAGEMENT and 
DEUTSCHE 

GESELLSCHAFT FUER 
FONDSVERWALTUNG, 
Deutsche Bank's 
institutional asset 
management units in 
Germany, on March Id. 
Roeder is currently head of 
securities investment for tbe 
Hoeebst pension fund. 

■ Diana Espino has resigned 
from her position as chief 
financial officer of industrial 
canglomfsatfi (XIRIMOK. 

She had been with the 
company for two years. 

■ Clben Sbumin. general 
manager of SHANGHAI 



NARCISSUS 
APPLIANCES 
in order to take 
undisclosed job 
company. Song W^inin. 
currently chan-miyn of thft 
washing machin^raker, > 
will replace him. 

■ Jorge Botero. a,yeteran . 

banks* and leg^ adviser, 
has been named chief of 
COLUMBIA’S BANKING 
ASSOCIATION. Ite succeeds 
Cesar lAo bag 

resigned. Botero, 
currently head of the 
National Association of 
Pension and Sever^ce 
Funds. He has servW, in the 
past, as chief legal councD to 
the Colombian pitiSidency 
and as president of J 
Columbia’s BancafeBank. 

■ DEUTSCHE MORGAN 
GRENFELL has apE^ted 
Geoffiey Dennis head of 
^obal emerging markets 
strategy. Dennis h^. been 
global emer^ng mad^ets 
s t rateg i st and heaefbf Latin 
American rese^h at HSBC 
James Capek a unit of HSBC 
Holdings. 

■ LU(3BNT 

TECHNOLOGIES named 
chief executive Ridtifard 
McGinn to the post^ 
chairman, effective jfebrnaiy 
1& McGlnjcu currmi^ 
president and duef; 
executive, win no Idtiger 


carry the title of president 
after Fdjruary 18. McGinn, 
51. win succeed Henry 
Sdiacht. 63. who wiU retire. 
Sdraetowffl remain dirwe t or 
and senior adviser. 

■ Mexican president Ernesto 
&diHo has named economist 
Everardo'EUzon^ deqpuQr . 
govenior of tile BANE OF 
MEXICO. He replaces . 
Francisco GO Diaz, who 
resigned last December to 
become diief executive of 
telecommunications 
company AvanteL giigondo 
was formerly directar of 
ecoDODjic studies at Mexico's 
second-largest Snan^ 
group. Gfupo Ffnancieto 
Bancomer. 

■ BANKERS TRUST NEW 
YORK Mtid that •R uz^y ". 
Krongard. vlcecbaiTman cd 
the board of directors, will 
resign from the board to 
accept a i>osttlQn as 
counsellor to tbe director of 
the CentriQ hiteDigence 
Agency; Krongard, the 

former and irhief 

executive Of Alex Brown. . 
haravna vice-chidriuan of ' 
Banker’s Trust after Its 
merger in September with 
Alex Brown. 

■ Patrick Grayson, fcamer 
European diinf executive of 
Eroll Associates, the 
American investigation 
agency which recently 


mergbd with the O’Gara. 
cosQmiy. has be^ 
aMxnnted chairman of CDR 
INTERNATIONAL. 

■ After lb yeeis Sffi bread of 
the EUROCLBAR 
rqtf^entative office in 
Ltmdon. Charles Hatfield H, 
vice-president, wiU retire 
this tnrwith. PhQh> Rejchardt, 
vice-presideiit and currmtly 
a senior meinber of tire Emu 
Prtd^ Team at tiie 
Eiirodear. operations centre 
in Brussels, has relocated to 
London to become head of 
tlte Eurod^ r^aasesitative 
office. Before joining the 
Eurodear ppotatioDS ce ntr e 
in 1966, Rdchardt 

vaxlmu podtioDS at the 
Bmik.bf and . 

London Stock Exchange. 

■ Nidc Prentice lias been - " 
appointed to ARTHUR 
ANDER^N’S to and legal 
practice coveting Enrope, 

Midifle East, T'ndia and 

Africa. He ik mmentiy head 
of the firm's 'DE tax and ' 
legd practice and Im will 
continue m thte role. 

■ AVIS EUROPE, the ear 
rental company, has 
ahnoimeed the appointments 
.of Don Graham as 
vioe-piesifient 7 group. - 
taxation, and Peter Gatesas 
vlceiuesident and groiq> 
treasurer. Grwinwn 'haa been 
with the Avis group since ’ 


May 1985 and Gates sinoe 
May. 1689. These 
appdntinents follow the 
decision Dan Chiirdiill, 
■vlee-presidant finance tOh 
become an.adviserto'tte 
comp^ {uior to his . 
planned early retirement in 
Jiiine 1998. 

■■Dominiqae Derwa has . 
been aigKnnted diainoan of : 
cosmetics company CARTTA 
to rei^ce Alain Mkhd. 
Derwa, 35, has been 
manag^ director of the 
group's subsidiary in 
Belgium and LuxembouR 
since 1988. ' ’ ' 

■ MATSUSHITA ELECTRIC 
PHILIPPINES bas dected 
Yoshikaza Tanaka president. 
Ttawakfl r^laces Yosbihlro 
Kama, ndio also res^ned as 
i-haVmian of the compauy. 
Takashi Asano has b^n 
dected treasurer of the 
ccMspany, the position held 
by Tmiaka prior to a«im>ing 
hisnewposL 

; ■ aigsartirtnim . 

‘ ^ease fax mfoar^atim 
: OP nevr aawmtmepte 
abd.idtiimneixts'to 
.>44 m 873 3S2S. marked 
fd^Inteniatiooal Fieo^. . 

- Set fax to 'fine'. ■ 
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BUSIMES5 OPPORTUNITIES: 

READeWSAHERKOiiaEHDED TO SEEK APPRQPWATEPWUHdaOWAL BEFORE BiretgNC giro COWniEina 


Access Screened Investment Opportunities 


IncbuUd in Jm Report £ 

Virtual Canfrrencing SOOk 

Specialist Coatiiigs 2S0fc 

New Tool IQOk 

Reoxsely Updateable C&ROMs 200k 

CRdicmaricets Database 400k 

Video DiqienseR 400k 

Hoverciad Service SJk 

Inienwi Sendees Piovider SSk 

Healthcbecfc Software 430k 


Incluitd in FA R^peit 
Presttpe Game Futm^Tadde 
SME Consultaoigr 
Gold PiQSpeaitig 
HbaruBOceCoapaiiy 
VwbI Bufioess Pbuer 
Ladies Ooljr Hoess Clubs 
Promotional SW Rnducts 
Exodc Travel Guides 
IT & Gkhal Trairntig 


4k 


500k1 

400k 
3S0k 
250k 
SOk 
50k 
750k 




Full details awailable through TRIAL SVBSCRIFTION 
Access a tegular (low of screened businesses seeking equity apitaJ 
VCR reviews business plans ft meets tbe enirepreoeura concerned 

^ Presendng to VCR subscribers in London, 19 February 


Venture Capital Report 01865 784411 


PLASTIC FILMS METALLISING 

Company in India, lookinc mn an assocloton wttn similar 
MANUFA cnnuNG facsuttes ts Europe roa latest TEotNOLocY 

AND EXPOn/lMPORT OF MUTUAL PRODUCrS tN EUROPE/INDLA. 
PLEASE CONTACn 

Mr V A Nawavl PO Box 515, Wehblev 
Midolesei HA9 OSX (UK) 

FAX: OISI 903 6119 


MSSSiT eOA&iL' 

II Grand Tier Box 
I Long Lease for Sede 


feSHMM poBat ptooa oontsei 
Bos Me BS676. fteKtd IkDM, 
One SoiShwok Mbo, 
lottnSEIPH. 


ASPIRING ^ 
MILUONAJSES 

Cali aad Listen. 

Nor MLM or franchising. 


FOR SALE 

SW France - Near Tonloose - 

IRh Vtb(9 MU OB a* n«« wWi 

full nanmng PooiiMon for in hBomani 
^uRnBBS - 5 mU eO pbn lo dolt wBh 
uffitA tuaiBUx DttBW IcapW paniiw - 
looUng nr new pirmer « Hul buy^uL 
ftcint lafaUv dcirol «py to i ow u i igt or 
dett Per aQ siqiSrta ennee 
100331 563L57ZL63 Td/Pax - URGENT 


Channel Islands 

Full onshore I n ctt pu railon a 
AdnUnctraBon 

Trust Eeiatatalmein. PayreR SysmM f 
Assislanes «Mih managerien of 
BmUng FacilMs for E»^Unaies. 
For dsDis a apoemiment write: 
Clay Tivsl Limhecl. 2nd ffoor, 

34 DavKf Race. SI HeHer, 
JMMV-IB24TE 

Tel: 0IS»* 878774 Foe 0IS34 30401 
EJUUh wuyUMO i P .riW 

hnp-/*niww.c fls lw n))B ise)f.cein 


INV-ESlMEffT OPPORTUNITY/ 
BUSINESS A.NGELS 

Inoovadve niche leisuie nurica 
company lequiret investment 
funds ipotentiany imdcr EIXi to 
furOier develop and morfcei 
several wajer based coocepu. 
noducts have been marfcet tested 
Old individuals eonneaed have a 
lang track icooid of nunagemcoi 
and mnovatien. 

Repb to; B<n B5669. 

Frandal Times. 

OneS oWliwuik Bridoe. 

London 5EI9HL 


PROJECT AND 
COMMERCIAL 

funding available lo UK and 
intemah'onal cUenis. 
Anglo American 
Group Pic. 

Tel:D19S8201365 
Fax: 0T9S4 20T 377 


BUYING OUT/IN? 


Vfo ae expeiknced in nesco^nn meanints aid nisais die straoured Snanx 
icqundmbuy out or info businesses with nimpver in ewnss of £1 millron. 
If you are ihinkEig of a oisugemenl buy out or buy io. be «refl advised. 

Talk to David Tdt or Subhuh T?ialuv ab 


Blackstone 

Franks 


Frank-: Ciirpuriiir l ini-nro 
Old Sir\.-I. l.iHidon KC IV ‘ifll. 
Tii; 'IJTI ( 017! l-ill2 

K-ruil: tniiil* l)l:n:k.'l!HH--rrank'-i;t>.uk 


T.l«- PERSOrsiAL 

rsi u rvi B E R 


IVUSSIIMG 


Don't miss out on o fausmess opportunrCy tfsot's 
800 good to miss - Personal Numbering. Yib are 
ioaking fer mot i va t ed entrepreneurs to forn us. 
Ybu wig enjoy a share of tfie income from ongoing 
fine rerrtai and income from incoming ooH traffic. 
Ybu'ff abo have the opportunity to buUd your own 
deafer b ase leading to high marg i ns ond profrts. 

7b discuss the Premier Dealer opportunity, call 
Jomie Lee now on 07000 707070. 

AAMmurn investmertt area £30,000, 


Humberts Leisure 



Private hospitalitj facilities 

at 

Lord’s Criclfet 
Grotuad 

A final opportunity to acquire a 
Licence for one of the last remaining 
hospitality facilities in the Mound 
Stand and the new Grand Stand 

0£Fer closes 1 Mazx;h 1998 

Full details available hum: 

Humberts Leisure 

12 Bolton Street • London WXY 7FA 
Tel: 0171-629 6700 Fax; 0171-409 0475 
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Systems giving 30% 
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FRANCHISING? 
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ITALIAN 

OFFICE FURNITURE 


Hiamr ITioppunted 
Direct from MANurRcrvRBi 


ARCHIUTTI SHOWROOM 
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TfU 0177. 831 6678 
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SWITZERLAND 

IrKotporadoD and adminiaiiaiioo 
of «wis aod foreign compaoies. 
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BUSINESSES WANTED 


WORKWEAR- 
IMBROIDERT - CLOTHING 
Buiiieei Wnttd. 
FerOetrigbl PeRbote 
(MaouftoBBBv biiporB'crlTitoibwoi) 
Bepiy.hieaaBdane DK 
. KMTeo Tbaropm Afoodala 
41 Tkefolr Bead, SolU B83 8LE 


WmES TABTJSHRn 

xeqidnd. pretea^j- in tbe 
■oothem half of England. 
Mwumiiin tMraova-Al.Sai 
' ' altb good proatabUIty. 
RRirauwnt ea lea pardeulai^. 
•ttxacatve, AS cfpUca tnaled 
' in 'atriefear oaondeoc^ 

Baptr w ta BMS, Ftetel Hw 
ttoe f a u th eak Bt Mto . U waBBSElNg. 


CONTRACTS & TENDERS 


Essex County CounctI dPt 

L8MININ6SERVICB DIRECTOilATE 
m BNAKCtAL AmnSOR FDR A NBV SECONDARY SCHOOL M ESSEX. 
Aopiicalions are knritod'frofn cantSctiies wtxi wish to provide Ihe Coun^ 
CowoTs Learrfrip Services Direclorole whh Snarwial stMce ID aid it in Ihe Privste 
Fvence Inithttve process tor a new secondanr sAxil to Bitddwrst HlD.fEssBX.- 
'Hie esttoolBd capital cost of the project will be of the order of £ 10 ia togMher 
wito a ran{^ of ochool basetl serviceswiitm a Ratifities.Manasemmtpac)^ 
Ihe project wiii consist of the design, buM, ftoance and operation of a new. 
secondary school providing for, of the order of. 900 pupils. The RroiltoBs 
Management padege wO totiude cleaning wid cat^lifng, - grounds 
maintenance and catering, but might be more wide ranging. 

Further intornubon and detafo of how to apply are avaReble from: Mgti Clark, 
Senior Purchastog Consultint, Essex Commercial Services, PO Box 777, 
Chelmsford. CM2 6PR, Pax (01245) 451660 Tel (01245) 433196 AppRcations 
are (0 be submitted by; 20 Febniaiy 1 998. 
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ARTS 



Detail from *AkIgata.'&i^ IIP, Id97, Jock McFadyen: the work is as strong as it is surprWng 


Disquiet in the cityscape 

William Packer admires the work of complementary artists, Jock McFadyen and Humphrey Ocean 


A .i^ts' callaborations. , 
while set always sue* 
CKshil, are always 
iateres^g. Even odd. 
and arbitral pairings, 
made at the whim or mutual con-' 
venience cd gallery and artists, 
have their moments. Something 
surprising or useful will almost 
always crop i 4 > - 'tte tmespect^ 
comparison, afiSliatioa or. confron- 
tation in the worir. invifioos, salu- 
tary cn* iUummating as may be. 

But when the artists themselves 
take the more positive liand by pro- 
posing. or respemdiug to, the par- 
ticular opportunity, we should sit 
up. And here, with Vrbasuburba, 
which has come to Eapil Jariw^ 
in London from showings at the: 
Whitworth in Manchester and the 
Ormeau Baths in Belfa^/we have 
just such a case- - - ; " • * 

Alistair Smith, dir^or of the 
Whitworth, knew firom his previ- 
ous experience the worit- of both 
Humphrey Ocem and McFad- 
>'en, some^e winner of- the John 


Player Portrait inward (1982) and 
AitistTn-Sesldeaoe at the National 
Gallery (1981) respectively. But 
while Sndth. had rostered a com- 
mon interest in the town and city- 
scape, they remained fbr him quite 
distinct in tiidr creative identities, 
possible contributors to a thematic 
esdtibltaon but hardly more. 

But (mce , mooted, the more obvi- 
ous Id^ of putting the two of 
them together betaine, and what 
thpn more natural than that they 
should take it upon themselves. 
Vrbasuburlia was their susastioc. 
pdintlng-up directly the comple- 
mentary nature of their subject- 
matter, its two aspects at once 
opposed yet insensibly merging, 
the one Into.tbe otiur. Such coo- 
jodned iwlahty is directly reflected 
in both their imagery and their 
•w^ of handling it - HcFady«i the 
too^er, ed^er and more ewkward: 
Ocean the more discreetly disquiet- 
ing. " . . V . ' 

McFadyen, from Paisley, and 
(X»an^ fium Aus^ sn teth now 


in their later 40s, and they make an 
oddly approipriate couple, llie work 
is as strong as it is surprising, 
most especially in McFadyen’s 
case. He was always a clever and 
interesting painter, but with a ten- 
dency towards exaggeration in his 
description of &ce and figure that 
readily leads on to the grotesque, 
and 60 into satirical ilfoktration 
and.sodal comment. 

W e have seen little 
of his work in 
LoudoD lately, and 
while one or two 
of the silver can- 
vases stm have that once charac- 
teristic quality of exa^er^on and 
distortion, it is noticable now that 
the larger and more obvlotisly 
ambitious paintings, where they 
are not entirely empty*^ them, 
bave only small inddenfi' figures 
as an animating human presence - 
a workman up a ladder:?»utside a 
ciuema; a scatter of players ou a 
floodlit public pitdL . 


These large canvases, with or 
without the figure, are the most 
impressive things he has done, 
simple and direct in their formal 
presentation, as rich as efver in the 
paint and surface, and yet without 
any sacrifice of that atmosphere of 
squalid desperation and anxiety 
that has alwasrs marked his work. 
If anything it is now the stronger 
for being the less explicit. The 
paintings of the deserted under- 
ground station at Aldwych East, 
bleak in the pale yellow light the 
crumbling walls bung with cables 
and a litter of signs, the steel doors 
locked, are the best things of his, 
and Indeed the best of any paint- 
ings of the subject, I have seen. 

Ocean, by contrast, is somewhat 
cooler in the work itself, in the 
flatter, less agitated surface of bis 
paint and its restrained tonality, 
and IrcHUcal and detached in the 
quality of his observation. But 
appearances are deceptive. It may 
be a sweet suburban scene, but it 
is a dark house that lurks behind 


the cherr^’-blossom. black road 
salngs away beneath an arc of 
street-lights. How smart it is. that 
grey pre-fob in its grey world. That 
is a block of council flats trans- 
fixed in the sunshine, and it stands 
upon the very hilltop where, once 
upon a time. William Blake 
received his vision of the Golden 
City. 

Everything seems measured, cal- 
culated. controlled: yet is there, 
perhaps, a quality too of contained, 
quiet, panic in that careful flurry 
of trees and bushes and herbaceous 
borders, set in such painterly con- 
trast against those crisp, flat 
planes and sharp edges of block 
and bungalow? But Ocean. 1 know, 
would far rather paint your pev^ 
trait in just that way, at once prob- 
ing and dissimilating. than give an 
answ'er. 


Urbasuburba: Kapil Jariwala Gal- 
lery, 4 New Burlington Street Wl. 
until March 28: supported by 
QueDtin Bell. 


L ast week the -Bell 
gang took over the- 
Wigznore Hall ag^ 
for some more sold- 
lut concerts. This time the 
ioiiiilst Joshua Ben;s- part- 
lers included the cdUst Ste- 
ren Isserlis, the Ehdellion 
Quartet and others as 
leeded, and the series was 
rilled as a ‘‘Dvofdk-Bactdk 
estival”. 1 heard, their- sec- 
>nd prograname,. in- which 
he star turn was BeD and 
sserlis playing- . Roddly’s 
plendid'Dua 

There was nothing, wtioi^ 
vitta the rest quite the con- 
rary; but. Bartok's- second 
[uartet is an elisive piece, 
'ven when delivered with 
Qtelligent sympathy by the 
Indellion. And tbou^ Dvo- 
^'s A major sextet sounded 
(electable, with the two solo- 
Sts leading the Endellion 
hrough dappled thickets of 


Concerts/David Murray 

Stirriilg strings, and the latest Berkeley 


string-sound, it niak^-easy, 
eSbilless listening. 

Eoddly's Duo demands hot 
only virtuosity, which Bell 
and fo^lis of' course sup- 
plied, but a-lot of extro- 
vert- dramatic flair )oot the 
first thing one - associates 
with either musician'. In foct 
Ben and Isserlis offe^ 11^ 
in spades. AU'the'musi^ 
' showmanship required, and 
a tight grip on tte structure 
of the piece •’ falling which 
it can sound just flashy, not 
the c^)en-bearted but finely 
planned score that it is. Here 
it was both exhilarating and 
satisfying, with the extra 
deli^ of partners who are 
not competitors. -We cheered. 


Squeezed in among the 
Bell gang's concerts was a 
solo affair by Yo Yo Ma (also 
sold out). He played three of 
Bach’s ceDo Suites on Tri- 
day. Tliese days he counts as 
the world's most loved-and- 
admired cellist, in succes- 
sion to Rostztqiovicb. whom 
we see more often now on 
the conductor’s podium. 

Rostropovich's Bach- 
playiz^ was greatly revered, 
but Its flavour was different 
- big, sweeping gestures, 
burning intensity, high 
drama. Since then Early 
Music has set in, fiercely 
purist, wHh a minatory aside 
to Bach performers: learn 
not to Romanticise this great 


BaroqUb composer! Accord- 
iz»^, bia addresses himself 
to the- notes alone (head 
tilted upwards, with a 
beatific: smileX 
More.- pred^y, to Bach's 
patterns of notes: simple in 
detail, '<§v«n period-conven- 
tional, .but magisterially 
deployed in grander pat- 
terns. Dfocovering the longer 
rtaytbmS'of those, and mak- 
ing all^e jiasslng details 
work naturally toward ren- 
dering ,the big trajectories 
transpareot. is what displays 
Ma's selfl^ genius best 
Doing that involves unhid- 
ing nuances, but none of 
them sounded artfuL Count- 
less heritatioDs or advance- 


ments of the beat too. all of 
them as apparently Insiliic- 
tive and unfiissy as could be 
- which only the most rign*- 
ous, self-critical application 
can achieve. You bad to 
force yourself to notice 
them, and just going with 
the flow was so much more 
rewarding that it was wiser 
not to bother. 

A t the Stan of the 
London Sympho- 
ny’s Wednesday 
concert, whicb was 
otherwise bland and very 
pleasant (Mozart’s lesser Sin- 
fonia CoDcertante with four 
first-desk LSO winds as solo- 
ists, Dvofak's 7tb Symphony 


in a golden glow of sound i. 
Sir Colin Davis conducted 
Michael Berkeley’s new 
Secret Garden, some 13 min- 
utes long, it began and 
ended with stark overlap- 
ping fanfares, representing 
(be garden walls - tolerably 
effective, though tbe imme- 
diate repeat of tbe opening 
fanfaxes served no evident 
purpose. In between came 
tbe garden-idyll, which 
seemed to contain only 
w'ispy shrubs: uncertain 
little fragments in no cogent 
order, some tinkling triiifiis 
of stageOrieotalism. the pre- 
dictable bints of bird-calls. 
Berkeley's own programme- 
note invested tbe garden 
frith a "psjx'bologicai” sig- 
nificance which tbe music 
scarcely began to bear out. It 
sounded to me like a provi- 
sional first draff, in need of a 
tougb-minded rethink. 



Concerts/Andrew Clark 

Gergiev breaks 
the spell 


T he world’s most 
charismatic conduc- 
tor has been in Lon- 
don these past few 
' days - and be proved to be 
I not so charismatic after all. 

I On Saturday at the Festival 
Ball, Valery Gereiev con- 
! ducted the first of two con- 
' cert performances of Tchai- 
kovsky’s opera The 
EntAamress. uniting a Rus- 
sian and British-based cast 
with the orchestra and cho- 
rus of the Royal Opera. 
Between rehearsals, he 
somehow fitted in a UK tour 
witb the Kirov Orchestra. 
iDClnding a visit to the Bar- 
bican on Thursday. 

Perhaps it was all too 
much, because Saturday's 
conductor was noticeably 
less energetic, less inspira- 
tional than liiursday's. In 
The Enchantress Gergiev 
seemed buried in the score, 
as if he had not had enongfa 
time to study it - and with 
his crazy work-load and 
travel schedule, is anyone 
surprised? That left the 
music to speak for itself, 
and it was not enough. The 
Enchantress, composed Just 
after tbe Manfivd Symphony 
and marked by the same 
dark woodwind cantilenas, 
is not top-drawer Tchaikov- 
sky: it lacks the thematic, 
psychological and emotional 
sweep of his masterpieces. A 
conductor who ‘‘hears” the 
opera in its entirety might 
give it the shape and irreftit- 
able conviction it needs. In 
Gergiev’s hands, it sonndad 
like a professionally engi- 
neered but impotent cock- 
tail, in which the romantic 
and folkMationalist ingredi- 
ents do not gel. 

When tbe Britton festi- 
val mounted the DK stage 
premiere two years ago. my 
impression was that it 
would be better heard In 
concert or on records. On 
Saturday, I found myself on 
the opposite side, wanting 
the visual distractiou of the 
stage to carry all those 
lengthy tirades and wordy 
ensembles. Even in the con- 
centrated form in whicb it 
was presented (only one 
interval in a span of nearly 
four hours), the opera came 
over as a dramatnrgical pla- 
teau, long-winded and one- 
dimensioual. As in 
Brighton, only the Nastasya- 
Yury confrontation in Act 3 
withstood close inspection - 
tbe one scene in which 
Tchaikovsky treated his 
characters as thinking, feel- 
ing beings rather than as 
isolated stereotypes. 


Yon could argoe that if 
Gergiev cannot bring The 
Enchantress to life, no one 
will. Or perhaps it calls for 
tbe untrammelled vision 
Andrew Davis and Graham 
Vick brought to The Queen 
of Spades at Glyndebourne. 
^at is beyond doubt is 
that this is just the Idod of 
big. risky rarity the Royal 
Opera should be esploriim 
in its out-of-house season: 
the subdued impression left 
by Saturday’s performance 
does scant justice to the care 
the company lavished on it. 

Of the six Russian princi- 
pals (not all from tbe Kirov), 
Larissa Diadkova’s Princess 
stood out for her vividly-col- 
oured declamation and 
power. Formidable eveu in 
concert dress, she alone 
sounded as if she had sung 
her role on stage. Galina 
Gorchakova, by contrast, 
was a correct, dispassionate 
Nastasya: the basic vocal 
materi^ is still impressive, 
but she used it sparingly 
and imsednctively. refOsing 
to strike sparks with Niko- 
lai Putilin's Prince or 
Gegam Grigorian’s Yury. 
Vladimir Matorin relish^ 
his two character parts, and 
tbe supporting cart - espe- 
cially Robin Leggate and 
Jeremy White - saz^ like 
honorary Russians. 

T hursday's concert 
at the Barbican was 
pure unsullied plea- 
sure from start to 
finish. Far from sounding 
overworked, the Kirov 
Or^estra played tirelessly, 
stylishly, radiutly. Tlie Act 
1 prelude to Lohengrin 
unfolded no less seamlessly 
than when (Sergiev con- 
ducted the opera at Covent 
Garden a year ago; in Rakh- 
maninov's Third E^iano Con- 
certo. the orchestra supplied 
the temperament and 
weight of sonority missing 
in Leif Ove Andsnes’s daz- 
zlingly understated account 
of tbe solo part; and Tchai- 
kovsky’s Fifth Symphony 
was all the more moving for 
its rapt spontaneity, with a 
slow movement of breath- 
catching delicacy. Every 
phrase sonnded fresh- 
minted. 

Tbe difference between 
this performance and The 
Enchantress was not just the 
quality of Tchaikovsky’s 
music: in the Fifth Sym- 
phony (Sergiev was on top of 
his materia], and bad the 
freedom to shape It with tbe 
authority and dynamism for 
which be is Justly renowned. 


Payne moves to ENO 


N icholas Payne is to 
be tbe new general 
director of English 
National Opera. He leaves 
tbe Royal Opera House, 
Covent Garden, where for 
the past five years be bas 
been director of opera, to 
take over his new post in the 
summer. 

Payne. 53. teas always the 
favourite candidate. His 
departure causes more prob- 
lems for Covent Garden, 
which is finding life on tbe 
road, while tbe Royal Opera 
House undergoes a £214m 
facelift, difficult Payne had 
applied twice for the top Job 
at Covent Garden. He will 
not be unhappy to leave. 


Under its new music direc- 
tor. Paul Daniel. ENO is 
receiving a better critical 
response, but its plans for an 
expensive redevelopment of 
its creaking boilding at the 
Coliseum still await lottery 
approval. Its lai^r ambi- 
tions, for a purpose built 
opera bouse on a new site, 
are also in abeyance. 

Payne and Daniel worked 
together at Qpera North in 
tbe early 1990s, and should 
bave no problems in sorting 
out their priorities, with 
Daniel concentrating on pro- 
gramming while Payne cries 
to eliminate END’S debts. 

Antony Thomcroft 
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■ AMSTERDAM 


OPERA 

Netherlands Opera, Hat 

MwaskSteater 

Teh 3U20S51 8911 

Die Walkure: by Wagner. New 

production conducted by 

Hartmut Haenchen in a^staging 
by Pierre Audi; Feb 4, 7 

EXHIBinON 
Fundacio Joan Mird 
Teh 34-3-329 1908 
wwuf.bcn.^^-^ 

I jya Lou: The Back Yard. 
Installation by ttte American 
artist which crrticaiiy recreates 
the typical American garden; to 
Maris 


■ BASLE 

exhibition 

Offent&'ehe Kunstmunkaig 
BasM 

Teh 41-^1-271 082S : : ■ 

Adoli waifli: The Ernst.aod Marla 
Elisabeth Mumenthier-Rscher 
Endowment More thwt 100 • 
drawings by the artirtwhose 


psychiatrists were the fkst to 
draw attention to his work; -to 
Apr-13 


■ BERLIN. 

_(»NCERTS . 

'-PhBhanrfoiue - 
tel: 4Q-30-2S48 8354 
Berlin PNfommdhid Orchestra: 
conducted by James Levine in 
woiks by Webern^ Messiaen and 
Brahms; Feb 4, 5, 6 


■ BRUSSELS 

OPERA 

La Mormaie - ' 

Tel: 3S-2-2291211 ^ 

Q Amor Biujo/La Vida Breve: by 
Manuel de Falla. Both works are 
staged by Herbert Wernicke and 
cortducted by Mark Stringer; Feb 
3,4,5 


■ CHICAGO 

CONCERTS 
Orchestra HaO 
Tel: 1-312-2^-3000 - 

viww.^ic^o^^rr^ihony.wg 

• Chicago Symphony 
Orchestra: conducted by D^el 
g prcnhoim'irt woric&.by 
geethoveri and-Bnjckrier, Feb 3 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in worlts by 
Beethoven, Carter and 
Tchaikovsky; Feb 5, 8s 7 


■ FRANKFURT 

CONCERTS. 

Atte Oper 

Tel: 49-69-134 0400 

Amsterdam Baroque Orchestra: 


and Choir conducted by Ton ' 
Koopman In works by Bach; ~ 
Grosser Saal; Feb 6 


■ GLASGOW 

OPERA ^ 

Theatre Royal 
Teh 44-141-332 9000 
Scottish Opera: Cos! fan tutte: by 
Mozart New production by 
Stewart Laing, conducted by •>. 
Nicholas McQegan; Feb 5, 7 


■ HELSINKI 

OPERA 

Finnic National Opera 

Teh 358-9-40302211 
Come beck, Gabriel: world 
premiere of likka Kuusisto’s new 
work based on the true story of a 
confidence trickster who preyed 
on lonely women. Corxiuefod by 
the comiposer in a staging by 
Jus^ Tapola, with designs 
Anna Kontek; Feb 3, 6 


■ LONDON 
ESOItBinONS 
Natlond Portrait Gallery 
Tel: 44-171-30600SS 
High Sodety: Edwardian 
Photographs. A coUecQon of 
studio portraits, reprinted from a 
recently rediscovei^ cache of - 
orl^iaF negatives. Subjects 
Indude Lk^ George. Wnston 
Churchill and Lillie Langtry; to 
Jun31 

Tate Gallery 
. Teh. 44-171-867 8000 
Pa* KLrkeby (b.19^: continung - 
the series of contemporary 
sculpture displays, this exhibition ' 


includes paintings, sculptures 
and a specially constructed brick 
structure by the Danish artist; 
from today until May 26 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 

• Eugene Onegin: 

Tchaikovsky. Conducted by 
Michael Uoyd in a staging by 
Julia Hollandec Feb 4 

• The EKxir of Love.' 

Donizetti. New prodixrtion, 
directed by Jude Kelly and 
designed ^ Robert ,^rtes. The 
conductor is Michael Lk^d; Feb 
3,7 


■ LOS .ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
7e/: 1-213365 3500 
Los Angeles Philhamionic: 
conducted by Mark Wigglesworth 
in vrorks by Brahms and 
Beethoven. With piano soloist 
Stephen Kovacevich; 

Feb 5, 7. 8 


■ MANCHESTER 

CONCERTS 
Bridgewater Hall 
Tel: 44-161-907 9000 
Hail4 Orchestra: conducted ^ 
Kent Nagano in works by Britten, 
including his Ooubid Concerto. 
With viola soloist Yuri Bashmet 
and violin Gidon Kremer; 

Feb 5 


■ MILAN 

OPERA 


Teatro alia Scaia 
Tel: 39-2-88791 
www.lascala.milano.it 
Die Zaubertlbte; by Mozart. 
Conducted by Riccardo Muti in a 
staging by Roberto De Stmone. 
With sets by Mauro Carosi and 
costumes by Odette NIcolettI; 
Feb 3, 5. 7 


■ MUNICH 

EXHIBITION 
Haus der Kunst 
Tel: 49-89-211270 
Symbolism in England 
1860-1910; previously seen in 
London’s Tate Gallery, this show 
presents work by British 
pre-Raphaelites alongside that of 
their European contemporaries, 
includes works by Rossetti, 
Burne-Jones, Watts and Lord 
Leighton; to Apr 26 

DANCE 

Phtiharmonie Gastefg 
Tel: 49-89-5481 8181 
United Colours in Concert 
flamenco from the Joaquin Ruiz 
company; Frt) 8 

OPERA 

PhUharmonie (iasteig 
Tel: 49-89-5431 8181 
Die Zauberfloter by Mozart 
Polish Opera production by Mark 
Traez; Feb 6 


■ NEW YORK 

EXHISmONS 

Guggenheim Museum 

Tel: 1-212-423 3500 

www.guggenheim.org 

China - 5,000 Years: comprising 

more than 500 works of art. 


ranging from the Neolithic period 
to ^ modem, with traditional 
works display^ at the uptown 
museum (Feb 6 to Jun 3), and 
the modem section at the 
Guggenheim Museum SoHo (Jan 
29 to May 25). The whole will 
transfer to Bilbao in the summer 


■ PARIS 

CONCERTS 

Salle Pleyel 

Tel: 33-1-4561 6589 

Orchestre de Paris: conducted 

by Theodor Guschlbauer in 

works by Rousset and Brahms. 

With violin soloist Shlomo Mintz: 

Feb 5. 6 

OPERA 

Opera National de ^ris, Opera 
Bastille 

Teh 33-1-4473 1300 

• Tosca: by Puccini. Conducted 
by Jan Latham-Koenig in a 
staging by Walter Schroeter. 
Maria Gulegtuna sings the title 
role; Feb 3. 7 

• Tristan und Isolde: by 
Wagner. New production 
conducted by James Confon in a 
staging by Stein Winge, with 
designs Lennart Mo^ 

Feb 4. 8 


■ ROME 

OPERA 

Teatro dell’ Opera 
Tel: 39-6-461601 
vmw.th&nvi.it 

Le Nozze di Figaro: by Mozart. 
Production fbr the Teatro 
Comunale in Rorertce by 
Jonathan Miller. Conducted by 
Hans Graf, with sets by Peter J 


Davison; Feb 3, 5 


■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
www.sfsymphony. org 
San Francisco Symphony 
Orchestra: conducted by Carl St 
Clair in works by Haydn, Brahms 
and Mendelssohn. With cello 
soloist Michael Grebanler and 
violin Chee-Yun; Feb 5, 6, 7 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN international 
Monday to Rtoay. GMT: 

06.30: Moneyline with Lou Dobbs 
13.3(k Busing Asia 
19,30: Wor/d Business Today 
22.00: World Business Today 
Update 

• Business/Mailcet Reports: 
05:07: 06:07; 07:07: 0B20; 09:20; 
10:20: 11:20; 11:32; 1220; 13:20; 
1450. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



Martin Wolf : . 

What price welfare?, 

The government's plans to reform the welfore state have to take accoimt of 
tlie delicate trade-ofe built into the present system i. 


Personal View • Helmut Rmsen : _ ; 


W hen Gordon 
Brown presents 
his Budget on 
March 17. be 
vtill demonstrate the UK 
can afford its welfare state. 
But the question New 
Labour asks is whether it is 
good enough to be worth 
aSording. 

First, the foundations. 
The healthy state of public 
Q nances is not. it appears, a 
mirage. The fiscal situation 
is solid, in part, for a some- 
what unexp^ed reason: the 
new government's tough- 
ness on public spending. Mr 
Brown is determined to 
implement what were 
widely %'iewed as the 
implausibly tough spending 
plans advanced by his pre- 
decessor. By and large, be is 
doing so. 

In its Green Budget, pub- 
lished last month, the Insti- 
tute for Fiscal Studies fore- 
casts the ratio of general 
government spending to 
gross domestic product 
texcluding privatisation 
proceeds and lottery- 
financed spending! at 38.7 
per cent in 199&^. Even if 
real non-cyclical spending 
were to grow at j per cent 
a year fi'om 1999-2000 - the 
highest of the rates 
suggested in the chancel- 
lor's pre-Budget Report of 
j last No\ember - this ratio is 
' set to remain below 39 per 
cent at least until 2002-03. 

If achieved. Uie spending 
ratio would remain below 
levels seen ut any time in 
the past 30 years, with the 
exception of 198S-89 to 
199041, when the economy 
was far more overheated 
than today. Prom a party 
that spent its id years in 
opposition wailing about 
brutal Tory spending “cuts", 
this toughness is scartUng. 

According to the Organi- 
sation for Economic 
Co-operation and Develop- 
ment. the UK's genera) gov- 
ernment spending ratio, at a 
little ov*er 39 per cent this 
year, will remain between 
that of the US (32 per cent of 
GOP) and those of Germany 
(47 per cent), Italy (50 per 


cent) and France (54 per 
cent). Given the much less 
generous spending commit- 
ments of the UK. notably on 
pensions, the divergence 
from the continental norm 
may well grow in the years 
ahrad. 

Moreover, the Green Bud- 
get forecasts that general 
government receipts as a 
share of GDP will have 
jumped &x»m a low of 35.9 
per cent in 1993-94 to 391: 
per cent in I99S-99. This Is 
partly because of economic 
growth, but still more 
because of the higher taxes 
brought in by the Conserva- 
tives. The. big general gov- 
ernment financial deficits of 
the early 1990s. which 
peaked at 7.8 per cent of 
GDP in 1993-94, are forecast 
to vanish by the millen- 
nium. The ratio of gross 
government debt to GOP is 
expected to fall from 52 per 
cent this year to below* 40 
per cent by 20024)3. 

These forecasts look rosy. 
But they are not simply the 
product of an over- 
optimistic imagination. 
Already aUowed for is the 
assumption that the econ- 
omy* is operating above fUU 
capacity, with growrth above 
the tread rate. Nevertheless, 
the needed economic slow*- 
down is forecast to be mod- 


est. The green budget 
expects growth to fall from 
3?4 per cent this financial 
year to 2 per cent in 1338-99 
and 1*4 per cent in 1999-2000 
and 2000-01. before rev*ertiag 
to a trend rate of 2M per 
cent It is possible to imag- 
ine a deeper slowdown, but 
little reason, as yet, to 
expect a serious recession. 

On plausible assumptions, 
public finances look robust. 
An obvious question is 
whether the robustness of 
the finances is coming at 
the expense of sustaining 
the welfare state. The 
answer is that there is 
strain, coming particularly 
from the wages of public 
sector employees, the health 
service and buoyant parts of 
the social security* budget 
But. if non-cyclical spending 
did grow by at least 2*A per 
cent a year in real terms 
from 1999-2000, the strain 
should be manageable. 

The UK's welfare state is 
affordable. The question 
then is whether it is also 
tolerable. In a speech last 
month on “Btiildli^ a Mod- 
ern Welfare State", the 
prime minister asked how it 
was possible to justify a sys- 
tem 'in which 4m children 
were trapped in poverty and 
in which more was spent on 
disability and incapacity 


The rise of spending on the *Big Three* 


Cotnpositian of public spending 
100 
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benefits than on schools. 

As The Case for Welfare 
Reform, released by the 
Department of Social Secu- 
rity last month, pointed mit; 
“Between 1979 and 1996 an 
extra £43bn was spent on 
social security In re^ terms 
- an annual Increase of 4 
per cent - yet poverty has 
increased dramatlc^y." 
Again, “the proportion of 
households writh no one 
working has doubled since 
1979 to one in five”. And 
“38(1,000 people face an eBec- 
ti\*e tax rate of SO per cent 
or higher because of the 
withdrawal of benefits”. 

Today's welfare system, 
concludes Mr Blair, is not a 
“pathway out of povm'Q'. a 
route into work or a gate- 
way to dignity in retire- 
ment". Rather it is a “dead 
end for too many people". 

From New Laboui*s per^ 
spective, the welfare state 
has three flat^ 

• The quality of the two 
central services, education 
and heahb, is at best poor. 
In relation to the rising 
expectations of an Increas- 
ingly wealthy country, it is 
aiguably becoming worse; 

• The real incomes of 

many vnlnerable groups - 
poor pensitmers, par- 

ents and milUons of chil- 
dren - are veiy' low; 

• Transfer payments In 
general and means-tested 
benefits in particular create 
incentives gainst work and 
earning mote than a mini- 
mal income, against stable 
family life and responsible 
parenthood and against sav- 
ing. 

In short, the UK welfare 
state does what it does 
badly and imposes substan- 
tial collateral damage to 
boot. This, not its budgetary 
cost, is the danger. What 
does the government intend 
to do about it? 

The central idea is. as 
Frank Field, minister for 
welfare reform, argued in a 
speech last month, to move 
welfare fi-om providing com- 
pensation for contingencies 
that have already occurred 
to a system that "acts to 
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change people's circum- 
stances for the better”. It 
should focus on employabil- 
icy and work, instead of pro- 
vtdlsg a life on benefit The 
holistic approach can seem 
almost Insanely over- 
ambitious. According to Mr 
FlelcL "tte whole thrust of 
government welfare and 
education policy is geared to 
individuals achieving 
fill! potential”. 

Even when looking up at 
the stars, one must keep 
one's feet on the ground. 
The fiindaznental protJem is 
that the current wel&re sys- 
tem - ludicroosly* damaging 
as ft may sometimes seem - 
is the result of a delicate 
series of difficult trade-o^ 
subject to the overall rev^ 
nue the government is pre- 
pared to raise. Ih^ trade- 
oSs cannot be eva&d: 

• The rate of witlii^wal of ' 
bmiefits cannot ra lowered 
without ra^ng smaiginal i 
tax rates on large^mombers | 
of people increasing 
public spmding; 

• Support for honseholds, 
rather than individuals, 
most affect decisions on 
househcM formation; 

• Help to the needy cannot 
be given without means- 
testing, which is bound to 
lead to firaud; and i 

• A higher income in 
retirement cannot ibe ,gi^ 
anteed without afiecting 
incentives to save. 

Much getmral rhetcwic is 
being beard from New 
Labour about the need for 
fundamental welfare reform. 
What xsfoody yet knqws is 
how it is going to make 
these painful if at 

alL The fortiicoming Budget 
will give an indicatlotr;of its 
tntenticms, as will fiia long- 
awaited green paper on wel- 
fare reform, esq^ected at the 
same time. Soon it will 
become a little clearer 
whether, on the mostt diffi- 
cult cf the challenges it has 
chosen to confront. New 
Labour can do more-;tban 
make grandiloquent^ pro- 
nouncements. s 

Martm.Wo(fi^FT.cam u- 


Green li 

Credit rating ^ 
agencies need i 
radical reform if \ 
they are to do i 
their job properly \ 

The . Asian i 
financial and 
currency cri- i 
sis.of 1997-W ] 
and the Maxi- .( 
can crisis of t 
1994-95 have agidn demon- 1 
strated how vulnerable ] 
emerging . markefo are to i 
sodden and excessive strings ^ < 
ih -flows of private capital i 
The problem is a bit like a - i 
traffic jam. These build up ;( 
as the number of cars ( 
increases partly because, i 
jndividnal drivers do: not t 
take into account thedr per- 1 
sonal contributions to eon- . ! 
gestion (unless there is road. ;;i 
pricing). In the saime way. i 
onerging onmtries are vul^ c 
aerable when the siqiply of- s 
foreign capita) soars because 
private borrowers do. not c 
take into account ti>e rise in t 
the marginal SOdal COSt Off a . 6 
conntty's foreign debt .c 
In this analogy, scivereign c 
credit rating agencies mi^it l 
be thought of like a traffic i 
light: by ftaahtng gaily wain-, i 
ing signs, they help smooth - i 
tim flow of money. At least i 
they are supposed to. I 

In fact tile evidoce sug- c 
gests that sovmeign credit x 
ratings are reactive rather t 
than preventive.* As a 's 
result, they tend to amplify c 
boom-bust cycles In emetg- t 
ing-market -lending. It ia i 
rather as if the traffic W gh*« 
flashed green whenever trsA i 
fie was buflding up; - t 

Credit rating agencies je 
were conspicuous among tlie i 
■ many who failed to predict I 
the Meoticah Asian cur- e 
rehcy crises. Having fafled to d 
perceive the extent of prob- i 
lems as long as foreign p 
money flawed in, the rating 1 
agencies then overreacted by 
downgrading'!^ affected r 
eouxitries to junk statoa ii 
The trouble is that credit p 
rating agencies are not at all r 
separate from tite finanoal - k 
markets as a whole. They do a 
not have superior mfonna- - s 
tion on emerging-market v 
economies. They have little . a 
scope for acquiring advance -1 
knowledge of matters that h 
affect sovereign risk. And. r 


they share with investors 
the same views aboiit what 
determines defaults. This 
can be seen by iopJdng at tte 
information on whidh sov^ 
aign-i-mf ratings are 'based, 
and the nature of sovswi^ 
ride its^. 

First, soyezeign-risk- rat- 
ing are pniibacily based on 
pnblicly-available. infomai. 
.tion, such as for^gn ‘deU 
and reserves or politieal and 
fiscal -constraints. This 
makte.'them ditforent from 
ratings- ..of companies. With 
. ftfMnp arnipg, credit -Tating 
ageaiieim may have access to 
'insidie hiformation -from 

rdonm^c corpprate borr o w- 
' ers. .'(such - as ■ acquisitions, 
new pr^cts and.di^t issu- 
ance plans). Sneb advance 
knowledge qr bette* Informa- 
. tion.canthsn-he-coav^ecHo 
;;market partie^amts tioouidt 
ratings on private borrow- 
ere. This is not the case with 
sovere^ boaowers. 

■ Second, in the absence of a 
crechhle international mech- 
anism'^ to a sover- 

eign defonlt the. prenuum 
.chaiged to refl^ the riric of 
de&nlt is detemuned by a 
borrower's. wiUingne^ to 
pay, raths* tiian by bis.aW 
fo pay. Borrowers know 
Whaihte^ they are wiBlng to 
pay. Lenders caimot be sure. 
It is SOSO a i^blah of enfor- 
cibfli^ the authorities can- 
not give an abeolnte pcomise 
that In future they and tiieir 
'successors will put foreign 
capital to productive use or 
that.fiitnre returns will he 
used to repay fcffeiga (iebt . 

Moreover^ the sovereign 
rating agencies get most of 
tiieir revenue freon govem- 
jDoents to provide a debt rat- 
ing. Naturally, they are 
loath .to dowo 0 (sde tbor ^ 
ents. This may well intite 
duce ‘downgrade rigidity* 
into ratings especially in 
periods of lar^ capntal 

infin wR. 

Unlike with private-sector 
ratings,, thwi. sovereign ratr 
jugs can hardly be inters 
preted as an indication that 
rating a g»»nHPK lead the mar- 
ket by conveying new or 
superior Information. Yet 
soveseign yidlds tpnd to rise 
when ratings worsen. Why 
.are ratings so influezitial? 
-Thb answer may well be that 
herd instinct, often 
trinfoiced by. poor pniden- 


tid. regulation, give sover- 
eign ratings the power to 
influence Mvereign- bond 
yields even thoogh they add 
Uttiatb the market's tnfor- 
mation-. Many Institutional 
investois niay not hold any 
form of drijt secority, except 
investment grade. Hence, 
sovereign ratings abMlve 
Biohey managets.&nm.mak- 
ing' independent judgments 
about sovereign risk. 

So reactive sovereign rat- 
ings' to amplify boom- . 
liiTgf cycles. During a boom, 
ixnprovthg - ratings' rcfflifince 
euphoric egpectatiohs .- ud 
'stimulate excessive capital- 
inflows. During a - .bust, 
downgradi^' adds to' pame 
giwfiw g inv^rtom, drivlhg 
money out of the country. - 

So what -stamild he done?- 
The,answer is to turn sov^ 
Bi gn • ratings into priipw 
early warning sigm^-Sihee - 
part the.juoblem is that 

■fattng a gpnriBS get Dlllril Of 

their -revenue from borrow^ 
ers, the industry will ha:^ .to 
reorimit 'its .fee stinetim 
towards. inve^ors,.:Th^ 
dependence on bortowairis 
incongiatibie -with tiie.lBcaaF 
tive to ctmie up wttbrfinudy 
negative rating. At 
time, prudential regBbttots 
should reconsider fite'^^de-of 
sovereign ratings - tfa^'ffiey ■ 
stipulate when Institotional 
investors hold em^gfng- 
mazitet assets. The repiova] 
of investment . grading 
requirements for inatitn- 
tional portfolios nugbt atten- 
uate toe boom-bust cycle in 
emerging-market assets. 
Unless sovereign rating, can 
be tamed into proper early 
warning systems, they will 
continue adding to. tbeiasia- 
hflity wtamaHnnaT capital 
flows, make returns to inves- 
tors more volatile than they 
need be and rednee ttie -bene- 
fits of capital markets to 
emerging countries. 

*Bnergpig Market Sisk. and 
Sooertign. Credit Ratinifi. by 
G. Larrain, JReuen, and 
J. von Maltzan, 1997, .OBCD 
Decefopment Cmcre, techm- 
cal paper NaJS4, ttvailaMe 
from http:Uuww.oecd.argl 
deDfindexJttm 

The author- is hei^ of 
re s eart i i at the QSCD Deori- 
apment Centre 






Retaliation threat by UN better 
than military strike against Iraq 


From Professor Bobertifieild . , 

Sir, The military and polit- 
ical consequences of bomb- 
ing Iraq seem scarcely to - 
have been addressed. 'Tet 
esanunation of them sug- 
gests that they mi^ be seri- 
ously counter-productive. 

Experience tells us that 
talk of wonder weapons tiiat 
will strike targets with per- 
fect accuracy and destroy 
them smgicadly should he 
discounted. Weapons and the 
persons who operate them 
never y tu to nu lOQ per cent; 
and in this case the location 
of the places where Saddam 
Hussein is hiding can- 
not be known with certainty 
azriprerisiOQ. 

Since these and oBpa foc- 
tots make bombinga^ than 
perfoctiy rriiable a^since, 
ftolhermore, mfomimion 
after the event about what 
has been achieved by bomb- 
ing is always imperfect, usu- 
ally consisting of great 
tznmediate fbat are 


later punctured, it would be 
foolhardy for the US and 
Iraq’s ndgfabonis not to 
assume, after bombiDg, that 
Saddam Hussein still pos- 
sessed some weapons of 
mass destruction: militarily, 
they might not he much bet- 
ter off fliah before. 

Politically tile act of bomb- : 
ing seems likely to produce 
enmite^ rather than friend- 
ship for the US (and its sup- 
porters) among Saddam Hus- 
seuYs neighhoors; to cause 
his people to rally behind 
htm; and to damaga rela- 
tions with Russia and otba* 
Security Council members. 

If. as the evidence sug- 
gests. Saddam Hussedu’s 
weapons of mass destruction 
cannot be eliminated by 
in sp e cte d disarmament or by 
btniibing, the altem^ve is 
to prevent litm nsing them . - 
by detearence. For that pur- 
pose the UN Security Couh- 
efl might be asked to sanc- 
tion immediate retaliation if ■ 


at time Iraq used the 
forbidden weapons.' Thare 
would be no need for the US 
or other members of the 
Security Council to go back 
on their pohdes to get rid of 
chemical, tdplogica} oe 
nuriear weapons. 1^7 pos- 
sufficient weapons of 
other kinds to be able to 
inflict massive low-accuracy 
punishment on Iraq if it is 
needed. There seems a good 
ffhanpB that poUcy - 
would work and that it , 
would enlist the suppo r t of 
.thosesWho < 9 pose bombing 
now. 

The present danger is that . 
frustration, anger and a 
desiie to loiA tough may 
cause the leaders of the US 
to act rixortpEdgbtedly. As a 
closesilly, the UK should '. 
point to ^ dangers and to 
■ this alternative. • 

Robert Nefld. - . . 
Irini^Coll^e, 

Camividge C82.1TQ.-17K 


An institution lo3^ to Pope and church 


From Mr Andreu Soane. 

Sir. hi your revb^ of the 
style of Pope John Paul U 
CTd heaven's nan^”, Janu- 
ary 31-Febmary IX Opus Dei 
is referred to in pggstog as a 
“Spanish sect” - and noth- 
ing more ' as if that were 
the description printed 
above our entry to;the Cath- 
olic Directocy. 

If your joinnalist wanted 


to be CactuaL the correct 
pbrase was “personal prela- ■ . 
tore”, or sinq>ly.“pielature”, 
or even a generic term such 
as “institution”. 

A sect is a “dissenting or 
sdtismatic reli^ous body” - 
(WebsterisDictimary. 
edition), which is certainly 
not the case of an institution 
1(981 to P(^ and church, 
and set up as a personal 


prelatore by the H()iy See. . 

Apart from that, the , 

■ phrase Is . quite foaniHTip to 
all the fiiihirii members, of 
OpusDet 

. Andrew Soane; . 
diisctor.-lniteiiiatioa office, 
Opns Dei Ptdatore hi- 
Britain. 

.'5 Oime Coiirt, 

Lemikm W2 4RL, OK 


Investment 
makes sense 

From Mr-IXAji Fagandini. 

Sir, In your leader “Freodi 
leston. fin^isfa fisree”, (J[ann- 
aiy 31-February 1) you 
tais^ the question: “Why,, 
pray, should taxpayss: ' ~ 
finance this scheme if it can- 
not be paid for out of reve- 
nue from customers?” 

I do not recollect this 
demand from'3ioa or ansT'^' . 
body else as motorways Ml, 
M4,' MS or 11^ not to menr. . 
tion. those .vrith double Hi gita , 
were being laid out Infra- 
sfructure, investments serve 
-thenathmas awhdte ahdiit 
is a.^ty that that requires ' 
foresi^t and imagmation 
that the Fratoh seem able to 
cal^ upon more readily tiign 
we da- 'Were we better" 
endowed when we (giehed 
- the first section orthe Ml to 
Bfrndngham? Jnstas.UR • 
industry in the i95Qs 
that netwoz^ it now. needs a 
ftinetionalr^.Uak into its • 
laig^ markeHbr both, pas- 
.sengera ^.freight Is tiiat 
so difficult to see? ' 

- Left to its Qtwn' devices^ -the 
znutet lute flooded -the . 
motbrwayswifh heavy goods 
vehicles vrith.tbe result 
.we BoW:Vnresae wiffi incxesfr 
ing Cfcmgestion and ^nation. 
Is tiiis downside .for ever to 
be preCeired to taxpaytes* 

I ihvtotmeat-in rail and other 
I alternative forms of ttans- 
• port? . 

I DJLA.Fagsndini, - 
6 Alleyn Faxfc, . . 

London SB 21 8AS, UK 


World Bank’s lauding of Asia economies raises questions 


From Mr Stephen HeUmger. ■ 
Worid Bank President 
James Wolfensohn's Per^ 
sonal View (January 29) on 
the East Asian ffwanniai cri- 
sis is interesting for what he 
sees as ri^ anq,igrong 
ab<mt such economies as 
South Korea’s, M^ysia’s, 
Thriland’s and Indonesia's. 
Among the fundamentals 
that be says they got right is - 
the development of an “out- 
ward orieDtetkm”-- an 
emphasis that has been pro- - 
tnoted and supported by the 
Bank, not only region, 
but woridwlde.:i. > 

Whal has been wrong, he 


stresses, are financial and 
ccrtp(}rate structures'that are 
‘.‘not vten suited to cope with 
th e itemanria oS an uusuas- 
ingly g inhfl 11ff°** econcany” 
and that led to the nusalloca-^ ■ 
tion of resources, ultiihately 
leaving these economies vul- 
nerable .to a sudden colUyse 
of-cemfidenoe. - . 

The obrioiis (jnestton thm 
is: Why has tZite Bank - 
landed, and Jn some casK 
siippcol^ theee-coimtries* 
into thfrgiobal. econ- 
omy when-tbi^..wera not 
ready? If the Bank;did not . 
see tbtee intern^ weak- 
ness^ wbat dote this ay . . 


about.puttiiig the ftttute.of - 
these economies in toe.- - - 
bamis qfthe Bulk ama its ' 
even more misgBiided sister . 
institution, thelntemational 
Monetary Fund? J. , 

' Even more to the 'point, - 
whyis'fiie Bank'(xmtihuing 
to push countries with far 
moiepooijy devd^ed i&te^' 

nal-sttputeures tac^m their'. 
ec(momies vrilly niliy' to toe . 
freeflow of ctqdtel goods : 
and serviote?. Yriy is itcon- 
tinning to inste oh th^ . .. 
'implemeiitatiQQ of sfrnctural 
acfittBtiiutot pixigtannaite.titet 
destroy tlie tocat eeomkmy by- 
dlrecitijog.iacdhrilve 


res6(wces-“ontward”. while 
exposing it to aanp atitinw ' 
that It is not yet prepared to 
tbateh?,.' 

Afi^ahnost 20 stears of 
such policies and rnwr ma] t- 
.downS'to MieritX) -and east- • 
A^; we axe entitled to a - 
gbodiltel of.scepticisxtoand' 
to:S(^e^steloas answtes bw«i 

aeeamitn'KiU^ ' - * ' . ^ 


'rite DevelopniiatGroiqi for 
^temafivel^oUeiee. . 

4tb-fioor, - 
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The road to 

VRrn\Tf^r\T2 


Calm may be retnrnixig to 
Asia’s financfad markets at last 
The region’s stock markets 
bounced upward.yestmday, and 
the currencies of tb'e -IMF 
Three” over the past week h^e 
been fairly stable. Does tviia 
mean that the Asian, crisis is 
finally craning to; an end?' ' 

The main reason for.'xehewed 
hope is that the countries worst 
atiected by the crisis - particu- 
larly Indonesia and South Sxx4a. 
- are now tackling their, debt 
problems. •. ■ 

Fl'evlously, refbmi' effoarts 
concentrated on macroecdnranic 
management a«d the lesfroctar- 

ing of the financial sectop. But 

Ihe imma<qiat-a problem was the 
inability of private sector finan- 
cial institutions and nrrmpiTiiflg 
to pay their debts. Tbls'cansed a 
scramble for . hard currency; 
which drove.-the esdiange rate 
down further. It led- in ter - 
national fina«/^ai institutions to 
lose confidence entirdy in tiie 
creditworthiness of the effaH-a^ . 
countries, leaving many compa- - 
Dies unable even to obtain basic 
trade financing losns. 

But last week saw a deal 
between Korean banks and 
their creditors, and the 
announcement of a payment 
freeze for "Indonesian compa- 
nies. intended as the first stage 
in a full restructuring. These, 
will esase the ^ort-tetm liquid- 
ity crises of these countries, and 
allow them - some breathing 
space to deal with the problems 
that lie ahead. 

There is a long way to go; 


US jam today 


The 1999 bui^^ jnrposals that 
President Clinton submitted to 
the Congress yesterday are built 
on the first surplus to ' be 
recorded in the US fbr SO years. 
That is in itself a remarkable 
achievement. But the pcditical 
possibilities that the surplus, 
presents have to be setfinnly in 
an economic conte^-Tq his 
credit, the president *bag come- 
up with a reasonably sober set 
of ideas, albeit pretonted with a 
flurry of smoke and mirrors^ . 

The siuplus has arrived three 
years ahead of sch^ule, and 
the budget profile has improv^ 
dramatically even in . ^ past 
few months as tax revraues 
have surged well abovie- wli^ 
eqxctations. The US econrany 
has now recorded 82 straighf 
months of growth, Tnniriwg' this 
the third Irasgest eaqwnsion in 
the county's history. This is' 
not the stage in tiie economic 
cycle to press down on the fiscal 
accelerator. 

The president *5 .^pmding pro- 
posals can fbr continued ti^it 
controls on discretiopazy spend- 
ing - "the defence bodg^ is 
unchanged in nominal teiinSr 
following the recent sharp 
squeeze - and some increases in 
the areas with most popular 
appeal: families, healthcare, 
environment - and education. 
They involve a frdr measure of 
creative accounting. In partico- 
lar, a measurable dioe.ctf the 
extra ^tending is to be 'financed 
by higher revenues from the. 


tobacco industry - even thoi^ 
Congress has s^.not aiqxroved 
the proposed settlement with' 
the tobacco industry. 

This is pure politics. The aim 
is. to put the B^oblican znajor- j 
ity on the spot if they reject the { 
welfare proposqisi so the a^- 
ment will run, it will be in ordm 
to protect Iheir friends in the 
tolnm>isdiD5tryririieTC wSl be. 
scope ratough tea this kind of 
postutTzrg as- mid-term election 
campaigns gather monumtum in 
the months ahead. 

By international standards, 
the lis now looks in sound fis- 
cal shape. Its defirat. already 
compares frivourably 'with oth- 
ers. in the Group of Sevra, and 
its debt levels - ahhdn^ va^ 
in uraninal .-terms - ate not out 
isT^i^ish either. As. a p r q pca ti oh 
of nominal gross domestic prod- 
uct, the government's gross 
financial liabilities stand, at 
about 61 per cent, compared 
with 77 per cent for the mem- 
bers of the Bmppean Union. 

Yet projections of fiscal sur- 
jduses soaring ever higher, over 
the next decade are pure fan- 
tasy, while enonnbus problems 

in financing the soci^ secuiity 
trust fund lie just a few years 

Altiiou^ the budget propos- 
als will no doubt set political 
quarks flying over the craning 
mfwithg, the prerident and bis 
opponents have a shared inte^ 
est in keepi% the debate within 
p^ent limite. 


EU-US trade 


The idea of an. open 
transatlantic mazicet bint power- 
ful appeal for politicians and 
businessmen alike. Although, 
the US and the Btiwazi Union 
have already lowered many 
trade bairieg^ plenty rema in - 
and new ones are ranerging. If 
the preBniiDery US-BU talks cm 
a possible free trade agreranent 
led to ftarther liberalifiatioii, so 
much the better. But the janject 
is frau^t with risks, whetba it 
moves ahead or fails. 

Politically, the mais attra^ 
tion of an a^ieement is that it 
might help r&€stablish the US 
free-t^e coalition, in disatiay 
since President Bill Clinton 
failed last year to win fast-track 
negotiating authority. A deal 
with Europe could find fevour 
in Congress and might lessen 
US hesitations about fre^ mul- 
tilateral liberalisation. That 
would be particulariy vaJoabte 
now that a rising US trade defi- 
cit with Asia is in prospect 

Althou^ the US and EU have 
steadilv reduced border harri- 
ers, and agreed in the Worid 
Trade Organisation to open 
their pw^nnial services aDd.tei^ 
communications markets, they 
are far from free trade para- 
gons. in the US. the Jew ship- 
ping act. high textile tarttb and 
£$uy-Ameriean laws remain, as 
do the BU's farm poMcyj^ . 

restrictive audio-visual legisla- 
tion Brussels’ cumbersome 
methods for apparoving new focfd 
products are a source oT grow- 


teg trade tensions, while on 
both sides of the Atlantic inter- 
national air tran^iort policy is 
organised on central planning 
iTie scale of fiiese obsta- 
des - apH the power of spedal 
interest lobbies — defy rapid lib- 
eralisation. A hflater^ approach 
mi^ *06 a go^ start. . . . 

However, any deal ailso ri^ 
being perceiv^ as attempted 
discrimination against the rest 
of the worid. The US and the EU | 
need to commit themselves 
firmly and quickly to extaid to 
all trade partners the beneCfts of i 
any transatlantic liberalisation, j 
Failare to do so could prove 
internationally divisive and 
je o par dise the Int^zity of the 
multOatoal trade system. 

Suspicions of US and EU 
motives can only be increased 
by US insistence that any agree- 
ment contain provisions on 
la b our and environniental stan- 
dajds - part^mlarly absurd in 
the US-BU conteset. Its demands 
lack persuasive economic ratio- 
nale and seem designed to pan- 
der to spe^ interest lobbies, 
prominent labour unions. 

Some in Europe are sympa- 
thetic to the US stance. Others 
may aigue that a transatlantic 
deal which compromised on 
g piria xnnltflateral trade princi- 
ples would be justified if it 
helped keep the US market 
Tbat price would be far 
too Global free trade can- 
not be defended by chipping 
away at its foundations. 


Sour taste in Germany 

Peter Norman looks ahead to tlie country’s general election and 
finds the rival parties strife-torn and in bad odour with voters 


though, before 'ihe affected 
Aslan economies really be 
said to be on frie road to reeov- 
- ery. There .is. a huge mnour ** of 
economic pain to conie. Pros- 
pects for output ^growth thi» 
year are dim, and'tbera will be 
severe upward 'pressures on 
unenmloyment''"and -tiifbitiop 
rates. 

This tempOr^ slowdown in I 
growth is inevitabla But, more 
. worryiiigly, there is a risk that 
g oveamnent could lead 

tile affected' countries, to slide 
into a . proloz^d period of 
■ Japaneserstyle debt deflation 
"and economic stagnation. - . 

The inmetus fbr the reforms 
that, the governments of Eocea. 
Indonesia and'.Tbailand have 
ImpUanented so far ear"** from 
the financial markets. It became 
clear that ' divergii^ firom IMF 
conditions carried a heavy pen- 
alty. B tile markets stabilise, .tiie 
authorities could sl^ back into 
complacency. They might be 
t e m p te d' to put off the painfUl 
financial sector restructuring 
that is crucial to their future 
economic health. This wocJd 
leave, in place a crippling debt 
overhai^j ending any hopes of a 
speedy recovery. 

' Stable financial markets are a 
necessary condition for eco- 
nomic recovery. But they are 
fer from suffideni. A^an. gov- 
ernments will have to show- 
thoDselves wfDh^ and able to 
continue their reforms well 
after the immediate crisis is 
over if thmr ecraiondes really 
are to bounce back. - 


I t is still 238 days away. 

Yet the ^Tnpaign for 
many’s autumn general 
election is already in fun 
swing. This is not because v— 

eve^one is seized with eager 
anticipation about a poll still f 

months away. It is because of the \ 

quirks of the country’s federal ■ V ^ “ 

system, coupled with the inded- ’ 
sion of the opposition Social 
Democrat party over who should 

lead them intn the vote. These ^ o* 

two have combined to turn a i r 

state poll in Lowar Saxony on 9 

' March 1- into a dummy run for 
the national election for the 
Bundestag, the lower house of '■ 

parhameDt, on September 27. _ gN W ^ 

The pbn in Lower Saxony is n ^ $ 

crucial in two 'ways. First, it will 
be inflaential in deteimining who A 

will be the SPD candidate for -Q* 
ebancellon Gerhard Scbrbder, 
the state’s prime minister, or' w \ W 
Oskar Lafontalne, the party 
leader. Second, because Chancel- ■ Jll^ TZr 
lor Helmut Kohl is heavily 
involved in the Lower Saxon poU.' ■ 
it will be a 'Vital test of the poUti- 
cal stamina of Germany's Ion- 
gest-serving poet-war leader, who '‘-i 
wffl be trying for his fifth succes- 'i f ^ 

stve election victory in autumn. 

Germany’s media and politi^ 
dass is exdted about all this, but 
the public is not Odnion polls '■> 

suggest that, after nearly 16^ ''-nature. Jtkigen Trittin, oiie of the 
years, voters are zni^itily fed op Cheens’ leaders, said afterwards; 
'With Mr Kohl and tiie tluee-patty-^’^’niey don't really like the 
coalition fbnned by his Christian ^i(keens. In fact I would go so far 
Democratic Union party, its” as to say. perhaps they hate us.” 
Bavarian sister the Chri^an It is a story in the gov- 

"Sodal UmoD, and the small Fi-pa. i-. emmentL Plans to allow branes to 
Democrat Party. Nor are electors <^be bu^^ to combat crime have 
impressed by the alternatives. reopened a rift in the FDP 
Altiiough the econrany is grow-": between the tax-cutting, free- 
ing at about 2.5 per cent a year,'^^ market federal leadership that 
unemployment, at 4Am, is at a c favours the move and the party’s 
record level and rising. Real^'hberal dvil ri gh ts wing. In the 
incomes have stagnated and anx-^ 'CSU, the European single cur- 
is rife about the 'effects ofb^rency continues to divide 
gdobalisation and the cost of weL-f' Bdmund Stoiber, Bavaria's Euro- 
fere. The big issue of the comu:^ sc^E>tic prime minister, and Theo 
months - the euro - is opposed I Waigel, Bonn finance minister 
by nearly 70 per cent of Germans.-t and pai^ leader. 

Faced with these challenges^'-' Adding to political jitters are 
politicians in Bonn have resorted*? growing doubts about the chan- 
to hectic inaction, a result of the cellor’s health and authority. At 
legislative gridlock between the- 67. Mr Kohl is showing his age. 
government-controlled Bundes- 
tag and the SPD-dominatedJ' 

Bundesiat, which represents the I / 

federal states. |j I I I I I 1 

There will be no significant ^ 

reforms before the Septembef- 

poll. In particular, the govern- 'T ower Saxony, the sprawl- 
mezrt has i^ven tip hope of n^Or I iiig northern German state, 
tialing 'witii the - opposition any .-' A Jis Gerhard SchrOder'Cram- 
refonn of a tax system that is try. In Hanover, its capital, the 
complex and which even the gov- state prime minister’s face 
ernmeot says is unfair. beams from a thousand election 




His public speeches are often 
punctuated by involunutr;.' gasps 
that appear like yawns. Although 
he invariably starts by address- 
ing the challenges facing Ger- 
many in the 2lst century', he 
tends to lapse into ruminative 
discourse about the past, dwell- 
iz^ on the horrors of the second 
world war in his native Ludvrig- 
shafen or times spent discussing 
Europe with his old departed 
friencL President Francois Mitter- 
rand of France. Witnesses say his 
CQOtiibutiQns in cabinet are also 
frequently retrospective. 

These traits were clear at a 
recent paitj" coc^jess on Europe 
in Bonn. Equally striking was 
how Mr Schauble sat alongside, 
stony-faced through most of his 
leader's speech, moving only to 
drum the table with Ms fingers 


or cover his face 'with his hands. 

Ag ains t this background, it is 
perhaps not surprising that the 
chancellor and his government 
have experienced a sustained 
slide in public support Accord- 
ing to Forsebungs Gruppe Wah- 
len. a political research company, 
65 per cent of voters think Mr 
Kohl's coalition is maidng a bad 
job of ninning the country. That, 
according to Dieter Roth, a senior 
researcher, is the worst result 
since the company began regular 
monthly polls 21 years ago. 

FOW’s most recent survey for 
the ZDF television channel and 
the Suddeutsche Zeituug newspa- 
per found that 71 per cent of 
those polled thought It was time 
for other parties to take over. But 
which other parties? Only 28 per 
cent thought the SPD would do 


any better running Germany. 

Hence- there is a confusing 
array of coalition possibilities. 
Recent weekly opinion polls 
show the SPD and Greens with 
combined support of about $i per 
ceat: CDU and CSU with about 35 
per cent. That would seem to put 
the fragile red-green combination 
in a strong position. But much 
depends on the FDP. Polls show 
it struggling to surmount the 5 
per cent threshold for entering 
the Bundestag. However. Mr 
Roth says these polls fail to 
reflect the party's relatively 
strong support in the second vote 
for candidates on party lists in 
Germany's system of propor- 
tional representation. This fector 
makes it “e.vtremely probable” 
that the FDP. although divided 
and absent from most state par- 
liaments. will win enough sup- 
port to be returned to the Bund- 
estag in Bonn. 

Vitlieu asked. Mr Kohl Insists 
that the FDP wdll succeed. He 
also draws comfort from the fact 
that the coalition at this stage of 
the 1994 campaign was even fur- 
ther behind. 

Yet a time of general dlsen- 
chantmeut with mainstream poli- 
tics harbours great scope for sur- 
prise. The Part}' of Democratic 
Socialism, the former East Ger- 
man Commtuiist party and a 
pariah among parties, would 
throw all conventional calcula- 
tions awry if it were returned to 
the Bundestag in sufficient 
strength to deprive an SPD-Green 
coalition of a majority. 

The way would then be open 
for a grand coalition of CDU and 
SPD in Bonn. Although only one 
of several possibilities, it would 
herald a sea-change in German 
politics. Such an alliance, which 
was last seen in Germany in 1969. 
has an unhappy history, for it 
tends to drive opposition out of 
parliament and on to the streets. 

Grand coalitions have always 
been anathema to Mr Kohl and 
the creation of one would almost 
certainly trigger the departure of 
Europe's senior statesman from 
the national political stage. 


Bonn beckons for Saxon star 


Oil. In particular, the govern- 'T ower Saxony, the sprawl- 
reirt has i^ven tip hope of n^Or I trig northern German state, 
aling 'witii the - opposition any .•' A Jis Gerhard SchrOder'CCHm- 
edbnn of a tax system that is try. In Hanover, its capital, the 
ompZex and which even the gov- state prime minister’s face 
rmneot says is unfair. beams from a thousand election 

Reflecting and fuellii^ th^. posters. After eight years’ rule. 




nation's sour mood, the main par- Mr Schrdder, 53. still outscores 
ties have started the year split by his rival from dianceUor Helmut 
internal disputes. On the SPD Kohl's Christian Democratic 
side, the intrigue has a lot to de Union by more than two to one 
'With personal rivalry as Mr . in personal opinzon poU ratings. 
Schroder and Mr Lafontaine mao- But Mr SdirSder’s aznbitioiis 

oeuvre' fbr the top job. In the* are greater still. On March 1 he 
CDU, the tgwgifme are also to do!, hopes bis r^onal power base 
with difTerent ideas about the will provide a springboard for an 
kind of coition Geimany can^-' assault on Bonn in the federal 
live wiftL Mr EoM wants to con-'^' contest on September 27. A 
tinue the present one: his deputy^ strong prafsrmance in the state 
and designated snccessor Wolf-^-' eieetions would prove that Mr 
gan g Si^uble would be prepared' ■> Schrbder's Social Democratic 
to enter a “grand coalition” hnk- * party - after a laeUnstre year - 
ing die CDU and SPD. ' ^^can, after aU, win Sections. 

CoaZitira} politics is becranin#^^ - “If we raiiy hold stable in 
divisive all over Germany. ITie^ ^ Lower Saxony, that would be a 
state of North Rhine-Westphalia'^.'taniing pennt for the SPD,” says 
is ruled by the SPD and the envi-''''"W’olfgang Seaff, the party’k SPD 
ronznenfalist Grems. a combina-’^^general secretary in Lower 
tion that could poshly form a’^'Saxraiy. 

national government. But this - Mr Sdtir5der says he will not 
*fred-green” coalition narrowly -"seek the STO’s chancellor candi- 
avoided ccQlapse last month in''^dBcy if the party dips more than 
the state over a vast coal mining'-'^ two percentage points below the 
project tha t pitched jobs against '-^resuK of the 1994 election. In 

'■’feet polls suggest he may even 





■ J 



May the best man win: SebrSder (left) and his rival, Lafontaine 


exceed the 44,3 per cent vote it 
won then. 

In troubled economic times - 
about 12 per cent of the state’s 
workforce is unemployed - Mr 
SchrSder wins at least some 
votes with his street charm and 


willingness to break convention. 
Earlier this month he pledged 
more than DMlbn (£300m) of 
public mon^ to bu>' Prenssag 
Stahl, a local steel company 
about to be taken over by a for- 
eign company. Tbe move was 


scorned as **antiqnaied state 
intervention” by rivals. Bnt Mr 
SchrSder says simply that mar^ 
ket economics are not always 
right - particniariy whra jtd)$ 
are at st^e. 

Will it all be enough? Mr 
Sebroder could still lose bis 
absolute majority in Lower Sax- 
ony on March 1 if the small lib- 
eral Free Democratic Party 
reverses a disastrous 1994 per- 
formance and re-enters the state 
parliament. 

Mr Sefarbder’s ambitions to be 
chancellor depend heavily on 
Oskar Lafontaine, the SPD’s fed- 
eral chairman and failed chan- 
cellor candidate in 1990, who 
wants to run again in Septem- 
ber. In Bonn, the leftwing, tradi- 
tionalist Mr Lafontaine controls 
the part}' and policy ruthlessly; 
Mr Schroder looks slightly 
gauebe in his dark three-piece 
suits and spott}' ties. 

But in Lower Saxony the roles 
are reversed. “Lower Saxons are 
proud of the fact that one of 
them coold be a federal chancel- 
lor,” says Mr Senff. “And a fed- 
eral chancellor could do a lot for 
his own state.” 


Ralph Atkins 
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rr^Vlo TWyIi'M/'C ' ^^been damaged by his strong 

- •:dcoonections to the liberal FDP - 
• -C ' ' •^^theJumoT coalition partner 

-OX gXIVOV' ■ ' • ^'*which has held tlm fiprei^ 

■ Tbra« was some surprise -^7^ Peifrapslsdiizigerishlso 
around- Bonn when- it emerged - - omtraiiplatlng Me beyond the 
QiatliBiOEid$tabreitls iosteyon -l^eneraletectioii: after all, tbe 
- as GenxKmy'a ambassador m- FDP may. not be in parliament, 

Fans.flv^l^.sixmraitiis . -'fet alone government. 

' 'ha6ji^:Celebiate^ 

rigoin^ efteer^ .T /ltc of hottle 

•inomHit.whraj diidcanate retire. 

! official lilted ' y V-Prasisteirt nmiours tlmt this 

.'Germany^ 

ftRayn^fipai Hejct -fia^ CoH^ticm might have to 

- be rrai^lptiated because UBS has 
•Wifetei^Tamnt>^ cvi lost a bundle on Far Eastern 

foreign linteite Kfaus fflakd - derivative have been finnljr 


rigoin^ efte^^ .T /ltc of hottle 

moment when diidcanate retire. ^ 

! Inofficial lilted ' y V-Prasisteirt nmiours tlmt this 
.'Garmany^.iri^ . - 

Hejct -fia^ CoH^ticm might have to 
- be rrai^lptiated because UBS has 

•Wifetei^Tamnt>^ CVI ]o6t a bundle on Far Eastern 

foreign linteite Klaus fflakd - derivative have been finnljr 
dM'ttnCaBiTit fo Trtove cenfrir g feff . doii^ afl Htuzid. But somefilhig 


. amiind. Rut there may he. mor e . fe-brewing. A conunrinorative. 
'toit tlfen l&ct., ": - .y " . -'..V'y . • alp.-'Epsions'Bran.arttie 
: ’nfe^vouritefl^iVazioefe^ fUnitedBeerofSwitzrafend -has 

.Peb^lfeitmann, ctic bmI , graie on sale, and tbe brewer 
.tqpfoE^^ Tsprate riroDg denasd . 

' covet^'t^ JraMdUzd particularly in Zurich. UBS's 

; rhawrpniir iCnhrg . ^ hixiie towu. whlcfa Will bear the 

. forjri^'alfehs.adris^ - /’hnipt of the Job cuts. Proceeds 

'num generally, win go to a spedal fond for 

•miapnnrihlW fhr'^^ . 0 #^-wrarh bank st^f. 

■ 1 ^ 7^71 •*'• 

Knntic 

»rifl .-P.mi-P*-*- UUUU5> 

. ptMinjag fAp ia Wa' ' ' " • "hfli*d|y ''OB the same scale 

' znaster,.wlm.facK a tnriw- * ^ ^ as Ted IDini^s recent largesse. 

gene^'^^^^iniSept^^ . tut'WarzraiBnffetL Ainerica’s 
zn^.hjqt'belh-pon^ most sitecessfu] investor, has 

-- l^;)^^lichh^ ... Just given $5OB00 to the 

' Wi-iTfl^i ^Tgp^rir^g ^, IiMd- of t-'tw' ' 'Ccuiipai^ RefoW 
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; Buffett bonus 

..■‘it’s hardly on the same scale 
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bu^WarEWi Buffett, America’s 
mostsuccessfu] investor, has 
Just given $5OB00 to the 
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BeiiHEs instant diKlosure of 


and an end to fund^ in an 
attempt to gain political fevours. 

rampaign finance reform is 
taking up fewer column inches 
than Monica Lewinsky in tbe US 
press these da^, but recent polls 
inriiraring that Americans don’t 
really care what Bill did or 
didn't do with Monica surest 
that the issue could soon be 
back on the agenda. 

But the Sage of Omaha, never 
one to seek tbe hmeligbt. doesn't 
plan to lobby for his new cause. 
Again in apparent contrast to 
Turner, Buffett recently 
observed to reporters: “I do not 
think that a rid] guy mouthing 
off on issues is the most 
attractive thing on the world.” 


Toothsome 

' ■ Most international airlines 
offer passengers hard-boiled 
sweets. Pinnw has gone one 
better and appointed a 
hard-boiled confectioner to its 
top job. Keflo Suila, S2-}'ear-oId 
brad of Leaf Group, purveyor of 
paiftiUes and cou^ drops to tbe 
Nordic countries, is to succeed 
Antti Potiia. the Enrofiean 
airline indusfry’s longest-serving 
chief executive, early next year. 

It’s a surprise choice; 
commentators expected a 
poUtician or govenunent official 
But choosing an industrialist 
seems a sweetm- move while the 
Finnish-flag carrier is being 
strafed by arch-rival 


Scandinavian Airlines System 
on intra-Nordic routes. 

Competition intensified last 
month when SAS aimounced 
plans to expand Finnish 
operations by acquiring a small 
local carrier: Finnair responded 
by inra«asing services from 
SAS's Stockholm hub to 
third-country destinations. 

Fortunately, Suila Is no 
stranger to sticky situations. At 
Leaf Group - a subsidiary of 
Finland’s Huhtamfod food outfit 
- he helped restore production 
after exeeptfonally hot and 
humid weather almost caused a 
messy meltdown on the 
production lines last summer. 

Can he repeat the performance 
at Finnair? We shall just have to 
suck it and see. 


Super salesnerd 

■ Bill Gfetes’s plan to drop in on 
Brussels after he’s through with 
tbe hot air of Davos has sparked 
speculation in the computer 
industry that the European 
Commission's competition probe 
into Microsoft mnst be nearing a 
climax. But the bespectacled 
bilUonaire was yesterday 
insisting that he won’t be 
meeting the European Union’s 
trust-busters - he just wants a 
cosy chat with CommisslOD 
president Jacques Santer about 
how Microsoft might sell more to 
tiie Brussels Eurocracy, one of 
its most valued customers. 


100 years ago 

Failure To Compete 
Austrian manufacturers, and 
in particular the Hungarian 
Staatzbahn Works of 
Budapestb, have been 
pushing- business for the past 
three years to tbe detriment 
of British manufacturers, in 
this case, as in ever so many 
others with which a peru^ 
of consular reports has made 
us familiar, our stolid 
disr^ard of what customers 
require is the twain cause of 
successful competition by om- 
foreign rivals. Speald^ of a 
special price of machinery 
exhibit^ by this Company, 
our Consul says that, "if 
lacking in tbe solidity of work 
found in the British-made 
engine of the same type, it 
attracted attention at the 
Rieff exhibition by Its showy 
finish and li^tness of 
design.'' 

50 years 

Iraq May Reject Treaty 
It was reliably learned in 
Baghdad last night that the 
Iraqi mmisterial committee 
formed to deal with the 
Anglo-Iraqi TYeaty with 
Britain, signed on January is, 
has decided to reject the 
Ti^ty. Britain will be 
informed of the decision soon, 
it was believed. 






Bank fees fall after bid 
war for share offerings 

Four groups compete for Polish telecoms sell-off 


By Chris to pher Etotdnsld in 
Warsaw and Vim»nt Boland 
in London 

Fees earned by investment 
b anks for handling big Euro- 
pean share offerings are about 
to bit fresh lows after a bid- 
ding war broke out to win a 
S2bn mandate for the flotation 
of Poland's state telephone 
company. 

One of the banking consortia 
seeking the mandate to advise 
on and lead the Telekomuni- 
kapja E^^lska iTPSA) transac- 
tion is understood to have 
offered to do part of the job for 
less than l per cent of gross 
proceeds. 

Fees for big privatisation 
deals have fallen below 2 per 
cent of the value of a transac- 
tion in the past few months. 
This compares with an average 
of 2.3 per cent for much of 1997 
and much higher levels when 
Europe's privatisation drive 
b^an in the early 1990s. 

Intense competition among 
many banks for a declining 
number of headline deals is 


behind the and is already 
persuading some of the global 
bouses to concentrate more on 
corporate business, which is 
more remunerative. 

The aggressive pricing for 
TPSA has come &om four 
groups - Goldman Sachs and 
UBS. Credit Suisse First Bos- 
ton and Deutsche Bank. HSBC 
and Lehman Brothers, and 
Schroders. Each group is in 
partnership with a Polish bank 
to improve access to the local 
market and provide domestic 
distribution for TPSA shares. 

The flotation of up to 20 per 
cent of TPSA, due in the sum- 
mer. is one of the most prized 
European deals of 1998 and 
will open up the new Polish 
government's seil-off pro- 
gramme. There are plans to 
privatise LOT. the airline, and 
PZU, an insurance company, 
as well as the banking and 
petrochemicals sectors. 

Five other bank consortia 
were eliminated from the 
TPSA deal because they failed 
to meet the requirements of 
Poland’s strict public tender 


laws. These banks have said 
privately that their bids to run 
the Qotation were not judged 
on their merits. They contend 
that the public tender law is 
inappropriate for selecting 
investment banking advisers. 

CSFB's fee level Is believed 
to be the lowest of the four. 
Bankers familiar with the ten- 
der said the Goldman Sachs, 
HSBC and Schroders teams 
bad offered fees of about the 
same level 

But fee comparisons are dif- 
ficult because the banks have 
bad to quote both fixed fees 
and success fees for domestic 
and foreign tranches of exist- 
ing and new TPSA shares. 

“The government has still 
not made up its mind as to 
how it will divide up the 
tranches of existing stock it 
wants to sell and how big the 
offer of new stock will be. or 
where it wiU be placed." one 
banker said. 

Poland’s treasury ministry, 
which is handling the tender, 
is expected to announce the 
winner this week. 


GTech boss tried to bribe 
Richard Branson, jury rules 


By John Mason and 
Scheherazade Daneshkhu 
in London 

The reputation of GTech. the 
US lottery company, suffered 
its worst blow yesterday. A 
jun' in London decided its 
chairman, Guy Snowden, had 
attempted to bribe billionaire 
entrepreneur Richard Branson 
in an attempt to make him 
drop bis bid to run the UK 
national lotteiy. 

The verdict of the High 
Court Jury, which awarded Mr 
Branson, founder of the VirgiD 
group, damages totalling 
£100.000 (8166.000). prompted 
Mr Snowden’s imine^te res- 
ignation from the board of 
Camelot. the consortium oper- 
ating the lottery. 

GTech is the world's largest 
supplier of lottery equipment 
and is a 22.5 per cent i^rtner 
in Camelot. It runs more than 
70 lotteries in five contments 
including most of those in the 
US. Despite the company's 
repeated demals. it has faced a 


succession of allegations about 
its business practices, 
although none has been 
proved. 

Mr Branson said the verdict 
- in a libel action in which 
both men were suing each 
other - had left him 
“delighted” and “totally vindi- 
cated'' in making- tbe bribery 
allegation against Mr Snow- 
den. He called Cor tbe resigna- 
tion of Peter Davis, director- 
general of OQot, the UK lotterji' 
regulator, questioning why 
Camelot had been given the 
licence vrhen Mr Davis had 
admitted In court be bad seri- 
ous coucems about GTech's 
business methods. 

“Camelot should never have 
been allowed to pass the pro- 
bity test with GTech as share- 
holders.” he said. 

Mr Davis, however, said he 
would resist calls for his 
removal before his five-year 
tenure ends in October this 
year. His '^’eracity" had not 
been challenged in court he 
said. Chris Smith, the UK gov- 


ernment's culture secretary, 
said the affair was “a very sm- 
ous matter” and promised to 
monitor the situation to 
ensure public confidence in 
the lott^ was retained. 

Mr Branson first made the 
bribery allegation in a BBC 
television programme in 199S. 
He said Mr Snowden had 
offered him the bribe at a 
lunch at Mr Branson’s London 
borne in September 1993. Mr 
Snowden bad said to him: “1 
don’t know bow to phrase this, 
lUchard. There's always a bot- 
tom line, m what way can we 
help you? I mean, what can I 
do for you personaJJy?” 

In the two-way libel action. 
Ur Snowden sued Mr Branson 
for making the allegation. Tbe 
Vii^in founder coimter-sued 
Mr Snowden and GTech for 
calling a iiar. 

Mr Snowden said he was 
deeply disappointed by the 
verdict, which was “a very real 
setback" to his career. 

Reports and analysis. Page 8 


Talks could improve vt^orking conditions 


Continued finm Page 1 

argued that initial talks 
should focus on part-timers. 

The timing of the employ- 
ers' agreement “in prindple" 
to begin talks has aroused 
union nispicion. They believe 
separate discussions on 
employee information and 
consultation will be delayed. 


and officials will plead limited 
resources. 

The Commission wants tbe 
information and consultation 
negotiations to establish a 
“fimdamental right'’ for work- 
m's to be consulted by employ- 
ers on decisions affecting 
them. Tbe idea is strongly 
opposed by many employers in 
the UK and Ireland. 


Zs'gmunt Tyszklewicz, sec- 
retary-general of tbe Unice 
employers’ federation, said 
companies needed fixed-term 
contracts for flexibility, bat 
added: “It is right there 
should be an objective reason 
for them. If you are a respon- 
sible employer, yon need to 
commit to your employees and 
they need to commit to you.’’ 


Clinton’s 
budget plan 
forecasts 
a surplus 
of $9.5bn 


By Mark Suzman and 
Bruce Clark In Washington 

President Bill Clinton 
yesterday unveiled 1999 budget 
proposals that foresee a sur- 
plus for the first time in three 
decades. 

The projection of a $9.5bn 
surplus in tbe year starting 
next October reflects a fast- 
expanding tax base, and a 
much rosier outlook for public 
finances. 

Mr Clinton, who has been 
dogged by a sex scandal for 
the last two weeks, said the 
proposal mariced an end to “an 
era of exploding deficits” 
which had hidd haA economic 
growth and paralysed the 
political system. The sbortfoll 
peaked at $290bn in 1992. 

The budget proposes more 
money for education, child- 
care and medicine - partly 
covered by anticipated extra 
revenues of 865.5bn over the 
next five years from a tobacco 
settlemeaL 

Assuming that Congress 
approves the necessary I^dsla- 
tion, the settlement - aimed at 
resolving outstanding legal 
disputes between the tobacco 
industry and the states - 
would involve an increase in 
tbe price of cigarettes. 

Under yesterday's proposal, 
tbe S9.5bn surplus expected in 
tbe year start^ next October 
would climb to nearly S90bn in 
2002, and a total surplus of 
$2lS.8bn would build up over 
tbe next five years. 

Mr Clinton said the total sur- 
plus over the next decade 
could amount to Sl,000bn. 

“Hie deficit was more than 
an economic reality. It was a 
powerful symbol that govern- 
ment had simply foiled to meet 
its most basic obli^tions." he 
said. “We have worked hard to 
put Dur fiscal house in order." 

However. Mr Clinton re- 
affirmed that any surplus 
would be used as a i%serve 
imtil the social security fund 
bad been restructured. 

The state-funded pension 
system is expec^ to run into 
difficulty early in the next cen- 
tury as the numbers reaching 
retirement age soar. “We have 
a great OE^rartunity to tell our 
children that when we retire 
and start drawing social secu- 
rity, it isn't going to bankrupt 
them,” he said. 

Mr Clinton also promised 
new funds for a range of social 
and educational programmes. 
Tliey range from hiring 100,000 
new teachers to tax breaks for 
companies which s^ up riiild- 
care prc^rammes. 

However, he insisted that his 
social programmes would be 
no threat to the budget, as 
they were all either self-financ- 
ing or paid for by revenue 
from the tobacco deal and 
some higher corporate taxes. 

Editorial Comment, Page 18 
Tobacco goldmine. Page 4 
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Europe today 

Scandinavia will be unsettled with 
widespread snow. The snow will 
be more showery in the north but 
southern and eastern parts will be 
mostiy cloudy with steady and at 
times heavy snow. The Low Coun- 
tries, Genri^y, Austria and 
Switzeriand will have sunny ^>ells 
and scattered wintry shovrers. 
Southern Frarrce will be largely 
doudy with rain but elsewhere it 
wiif be dry virtth some sun. Much of 
the Mediterranean will have rain, 
steady and heavy at times. The far 
west of the Me diterranean wiH be 
dry and mostly sunny. Eastern 
Europe will be cold >^h snow. 

Fhra-<lay forecast 

Scandinavia and eastern Europe 
will remain cold with further snow. 
Nortiiem and central Europe will be 
dry with plenty of sun but overnight 
fog win be a proUem. Rain will 
arrive In western Eur^^e towards 
the end of the week. The 
Mediterranean will remain unsettled 
with further rain in mesiy parts. 
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Dead tiger bounce 


Panic about missing tbe boat Is 
driving investors back to Asia per- 
haps even more rapidly than* it 
dro\’e them away. The vudous chTde 
that operated on the downside has 
gone into reverse: foreign purchases 
of stock are supporting local curren- 
cies, reducing the need for hi^ 
Interest rates and taking stxne pres- 
sure off the real economy. This may 
not seem a good advertisement for 
efficient markets. But there is some 
method to the afgnrent madness: 
markets had to overreact in order, 
to provoke tbe policy changes that 
now make tbe earlier falls look 
excessive. 

Moreover, though some of this 
year’s bounces look dramatic, they 
only partly compensate for thefolls. 
South Korea, the star, has risen 
nearly 60 per cent this year in dol- 
lar terms; but tbe foil since tbe mid- 
dle of last year is still nearly 60 per 
cent S imilar ly. HiaDand Is down 
almost 50 per cent in doQar t«rms 
since mld-1997, de^ilte a 40 per cent 
rally thig .year. 

Of course, not all the lost ground 
should be made up. 'First, the 
starting point was a bubble and 
hence not a realistic tai^. Second, 
the finanriai crisis has caused real 
economic damage. In particular, it 
has exposed the vulnerability of 
many companies to high debt bur- 
dens. Given the need for balance- 
sheet restructuring throughout the 
region, staareboldeis could in many 
cases find themselves diluted out of 
existence. Indeed, some of the best 
opportunities for would-be investore 
could come from participating in 
t^ restructuring.. 

Glaxo/SmithKline 

The pro^iect of Glaxo Wellcome 
and SwiitMTHti e Beecham combin- 
ing has acted like a mixture of caf- 
feine and amphetamine on their . 
already lively share prices. Since 
mid-January, when speculation 
about a Smi th Klin e deal set in, each 
has seen Its share price jiunp. by a 
third. The combined group's market 
value of £U8bn (S193bn) is nearly 30 
times forecast after-tax profits of 
more th^ £4bn for 1999. Another 
: way of lo oking at it is that the com- 
binationis worth £30bn more than 
I the two Separately. Are these enor- . 

' mous figures realistic? 

Take tbe prospects for earnings. 
Assuming that Sm.ith Kline's profit 
growth last year offset Glaxb’s 
decline, ^thelr combined net profits 
were about £3bo. Estimates for cost 
savings from £lhn to £l.5bn. 
say £800m after tax. Put all that 
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into 1999 (albeit prematureh^ and it 
' would take only modest sales 
growth to send net profits above 
£4lsL Such a st^ <±aatge in profits 
looks plausible. 

The foney price/eamingB ratio of 
nearly 30 for 1999 and the inmliea- 
tion that X30bn in value has been 
created are harder to swallow. First 
as cost-cutting is . largely one-oS. 
valuing- th^e on a multiple of 30 
would be excessive. Using mwe 
conservative multiples su^ests 
value creation of £20bn at most 
Second, even if drugs output is 
incieased, some-profit gains will be 
conzpeted away by rivals - espe- 
cially if they follow. suit with copy'- 
eat mergers. healthcare provM- 
ers will surely expect some of the 
benefits to be passed throi^ in 
lower prices. 

AHP 

Having been jilted by SmithKhne 
Beecham, American Home Products 
locdrs vulnerable. After flirting so 
openly with a merger, It can hardly 
return to a strata of high-minded 
independence - especially since 
those talks focused investors* tnlnda 
cm the group’s, weaknesses: a rela- 
tivdy growth rate, no dear 
management succesrion and the 
large but unquantilied liehilities 
surrounding its diet piBs. . 

Per v ersely. may end up bene- 
fiting Affix’s- shareholders. The 
weaker the group's position, the 
more radical its thinking will have 
to be. One sticking p^t in the . 
AHP/SmithKline negotiations was 
apparently that both bc»ses insisted 
on tbe top job: In fhlnxre n^gotta: 
tfons, John Stafford, AHP’s chair- 
man, may not have that luxury. 
Since thm« are few drug companies 


' left of similar size, with which AHP 
could pull off a merger of equals, it 
may have to consider a combination 
with a big^ one. 

Europeans, such as Novartis or 
. Roche of Switzerland, would be 
to its strong "position in 
the US. AHP would end V as the 
junior partner, but in a stronger 
company. 'Alternatively, the US 
group could try to swallow a 
smaller rival like Pharmacia & 

- Uplohn with which it has a foir 
d^ree .of overiap. While defensive, 
sudi a takeover would produce- sub- 
stantial cost savings. 

Given the -hi^ lik^ood-of cor- 
porate activity, AHP's 20 per cent 
discount to its US peer group seems 
nonsensicaL Having been left on 
the epee, It .wiQ ^obably be 
sham^ info action. 

Rank Group 

'The 4 per cent rise in Rank's 
shares <m. the resignation .(g, a dissi- 
dent .director, needs questioning. 
Sure, the shares have undeiper- 
fonn ^ file madeet by 44- per cent 
since the start of 1997 and so any 
good news is received witii abject 
gratitude. But hard-headed scrutiny 
. of the company’s ambitious capital 
expenditure programme is more 
appre^ate. 

Cash-rich after selling its stake in 
Rank Xerox, the group has under- 
taken a gmaiiigti share buy-back, 
but otherwise ploughed around : 
£l4bn ($2.3bn> into businesses such j 
as Bunin's and Oasis resorts; Mecca 
bingo and the Hard Rock Caf4 
ghain. .Yestetiay’s announcement 
of a further ,S9(hn investment in a 
new range of basketball restaurants 
to prop up the ^eing Hard Rock 
brand shows Rank is still prone to 
spend its way. out of trouble. 

The trouble Is that many of 
Rank’s capital-intensive businesses 
may fell out of foshion before they 
earn a return in auxss of the com- 
pany's cost, of capital. Most themed 
rest au rants have short shelf-Uves. 
as Ralnfcoest Cafe and Planet Holly- 
wood's recent difficulties show, and 
are rarely as differentiated as man- 
agements claim. And though Rank 
is the clear market leader in bingo, 
competition may be intensifying 
now that Vardon and Bass (and per- 
haps soon First Leisure) have- 
passed tbe batcoi to lower-cost ven- 
ture capitalists. Unless tbe com- 
pany shows soon that its capital 
expenditure pot^pamme is bearing 
fruit, shareholders should start to 
question whether another buy-back 
is not In <nder. - 


This announcement appeaoi^B.'Ranar of record only. - 
Approved by Morgan Grerifell & Co, Limited,' legulatad by SFA. 


Deoember1997 




es pic 


has acquired 


La Pie Qui Chante 


Groupe Danone 


Deutsche Morgan GrenMI 

originated this transaction .. 


D titwh e Mo i B an O wiiIb B DmAgIw Morgan GmM 

.68islKips^,tofidonEC2N4DA . 3>Wenu8deFde(ileriiiL-75008ftrto' 
Tel; +44 1715468000 - T0t+33i44S667OO . 


Deutsche Morgan Grenfell 


0 










15 



FINANCIAL TIMES 


International, 

Asset Consultants 




01UE FINANOAL HMES LIMITS 1998 


Tuesday February 3 1998 


Week 6 




.MAXING 

a'world of 

/DIFFE^NCE 




INSIDE 


Seoul rally may 
be false dawn 

TOe S eoul stock market JjaiB 

one of tbe wtt«t perfonners in 19 B 7 to the 
oeet ra the past moath. But yesterday’s 4 ^ per ' 
"in the eompoBite tade* to 643.68 tadi' 

cated that the rally could be tegnporaiy. Share* * 
prices are not as cihe^ as a moolh ago and the 

market appears set ^ proflt-taUng. Page 86 - 

Big ebmges ito behind Due mirtval • 

9 Dalmle^B^ is 

nnlikely to be too pnm- 
bled by Edward Beta's 

memoirs, pubtfabed 
next week, in which be 
attacks the Gennan ' 
industrial group that 
ousted him as chairs 
man. Manfred Biscboff 
deft), chief executiive of 
Daimler-Benz Aero- 
spaoe, whieb was the 
main source of the 

group's woes, has announced buoyant revenues 
and a full order-book. Big and brave Changes lie- 
behind Dasa's revived fortunes. Page 18 

BNP Prim* Pwgrin* Hft» r*d» chlp ind*K 

The red -chip index rose more than 20 per cent 
on news of the ftqmatioh ofBNF PrlnM Pese- 
grine, a regional investment bank. confrbUed by 
France’s Banque Natianale de Paxis, Francis 
Leung of Perepine, Hong Song's failed invest- 
ment bank, is executive vice^drman. P^ 17 

Cisco's low-prafUs approadi pays off 

Cisco Systems, the leading US data networictaig 
company, hais avoided the regulatory Invohre* 
ment that has dogped BdlchMxA and IntaL The 
reasons are that has ibwer empoiate ene- 

mies and keeps a low profile^ Page 16 


Companls* In thin laans 


ABNAnvD 

AHP 

ANA 

ASG 

Agco 

MrToueh 

Airtxjs InduetilB 

AlHsnz 

Amdahl 

Anglo Airwrlcen 

AutoRv 

BNP 

Boan 

Bank HapoaHm 
Bank LsumI 
Bankers TruM 
Barclays 

Beriinteohe Lbnvva 

Boeing 

CSFB 

Charter 

Cisco Systerm 

Citibank 

Dttcofp 

Oommerdal Bank 
Commercial Unbn 
Commerzbank 
Credit Suisee 
OaewQo 
Oeimler-Benz 
OeCode Genetics 
Diaoeo 
Energy 

Eramet - - 

Ergo 

Federal Express 
Flat 

FvstPacifle 

Ford 

Fujitsu 

GTech 

GUS 

General Motors 
Glaxo WeHcome 
GcMFUde 
Gtech 

HK Bonk of Canada 
HM Sampeema 
Harsco 
Housing and 
IRS 


20 

14 

7 
10 
16 
II 

8 
>5 
16 
16 
10 

17 
. 16 

16 

16 

16 

80 

-16 

• 6 '- 

■•',80 

80 

16 

18 
16 
4 
18 
16 
26 
16 
16 
10 
20 
20 
18 

15 
7 

10 

17 
B 

16 
6 . 

20 

16 

14,15 

18 
14 
16 
17 
20 

4 

10 


tnamst Sse. Sy*. 
UAL 

JsparvTobacoo 

Kvaamar 

Lmd-O-Sun DaHea 

Loeikhaad Martin 

Mlcrbaaft 

Uugan, JP. 

MuilehRa 

NafWoat 

NDcen 

Nomwa 

PocMCorp 

P a S body 

ParegdiM 

Fttoxi . 

PWshury 

RolyChm 
■PoaoB" ^ 
flume 

fWbsBk' 

Bank, • , 

RankOrouQ ' 

Roohe- 

8AP 

$02 

St^ T e ia oQm 
Sen MlQuel 
SehneUar 
Siam Caniant 
Skoda 

SiQNanaka Ptfatewm 

arntMCn D aa o h a m 

SoeiMQMrala 

Soutiiam Ula. 

SuteFoeda 

Sumitomo Bank 

•Surnitomo Corp 

TMN 

TPSA 

Taheel 

Texas UtHWee 

'navalara 

Unitad Mhrah) Bank 

VS2 

VW 

Vlqln 

VoOcavragan 
Welt Disney 
Woodalde- Pstnoleum 
WDrache 


16 

7 
17 

■ 7 

It 

6 

10 

16,20 

16 

16 

17 
80 

' ' 80 
80 
IT 
81 

17 
16 
IT 
'1# 
16 

8 
14 
-10 
10 
16 
SO 

18 
17 
16 

17 
10 
10 

14 16 
flO 

18 
16 
16 

4 
16 
14 
. 16 
80 
26 
18 
10 
10 
14 
17 
10 
17 
10 


Maricflt BtsfUsaos 


|iW*i//awm.PT,oem 


Anni«i reporta aervlca 
HKhmark Oort bomb 
jnd hihiiBS and ofdofli 
md prices and 
xnmoditles pricK 
ividends announced, UK 
I4S ctfTBiey rate 
nbondprlCBa 
ted mareeMKleea 
vSEiP-A World indices 
3E GoW Hhofi tndn 
nerginfl Madtrt boralB 


30,01 flBE Ac&wtai aliara Indlm tt 


24 Fontan wchanae 

21 

24 

OKspricai 

24 

24 

Lentop dws leniiea • 

w 

22 

Mmagsd itek seniGi 

2r-ae. 

20 

Menairnwksli 

15 

as 

NnrWbMdtetiii 

M 

24 

Bounes 

24,80 

24 HBGMtlBraAlK 

38 

33 

ShatMarm (lit rate 

25 

32 

ISinMraM 

14 

24 

Worid itoGit RiBrMi . 

S3 


.CROS8WXM0I PW ca 


Chief price changes yesterday 


nUNKHIIIT {MO 

Mesa 

EeaModul 69T « 7J9 BNP 

Haed« 700 -r 5.7 tDBkABlb 

Pmaag Stiiil 84UI * 4L0 Stftco 




IBM * 740 

3M -r M 

IdU * IM 


ApctePim I30S - 43 C6E * •■■W- 

K.S > MS 6Pni 57.1 r M 

jptr mo - 5.0 mrw 083 - o.tQ 

MYomcm TBRvoivtea 

416 + 74 

SS * K 
IK * SB 

1B6 - SS ' 
16D - 40 


GianWied e 74^ * l| 

HarrewCte 26^ « 4i 

SOk * 4^ 
Tom 60 i- Be 

PaNe 

HawmM 13; - H 

iWSmi 23i - • 41 

LOUDON CPetre#} 

Men 

QDtstee son t S 2 

IXidlGRi 31 r- 4 *t 

Kuacys zm * 3 

Phywann i®** *•» 

FaDe 

iMIWiU 51 - i»* 

liafTiiumSMW 5B7H - 75 

roRONTOfeoi 

(tlMM 

AGFUijirS 5X3 + M 

Fengse SS « 16 

Smod tin 2T + 1-S 

Tgmnoni IMB 33 « i-S 

FaNe 

Meuura J-?, “ IL 

SpcrtiwnSig 83 - MS 


MMonl 

Kenteuzm 

HOpmCWS 

Me 

Ftp 

GUteKoae 
Uartale 


HMfOKOROpIKOI 


149 -51 


CnePKiflB 27.6 ♦ 5 A 

HvsaaOar 19,15 ^ 8-lS 

SVilte 

fiwppt 221 ’’Sf* 
SanghaiM *M0 ♦ J ® 

9dm PK A 4M + 5-1 • 

PANOROK^teO 


. as * . 64 

odaSBc 22? * ^2f 
URqaUgdta . 708 * 45 


8<Mi|iarBi9 M ® 
terFr.ElM . U 7 S - m 

(kkM . n - IS 


New York 


and Twwila piteas m 1260.' 



By DiliM Groin bi Ixmdon 

Shares In (Saxo ffldloome and 
SmithKUne Beecham soared 
yesterday, the stock market's 
first opportunity to trade in 
the UK's two Imgeet pbanna- 
eeatiealfi oompenies fbUmvlng 
the metier plan . they 
announ c e d late on Friday. 

Other' ' pharmaceuticals 
abares also rose sharply. 

(xlaxo abares were np soft), 
or 20,7 per cent, to 19^, and 
SmithTHIne rose 66p, or &3 per 
cent, to 848p. 

At those levels the combined 
company would be worth 
almost Siubn (OidTbn) the big- 
gest in the sfter (3eneral 


and SmithKline shares up sharply 

Planned merger lifts pharmaceuticals worldwide 


Electric of the US and ahead of 
Anglo-Duteh oil company 
Royal Dut^Sbell. 

In London, Zeneca, long 
rumoured as a bid target, rose 
10 per cent and Myeomed 
Ameraham rose 4 per cent, in 
title biotechnology sector, Brit- 
ish Biotech shares closed iq> 6 
per cent. 

In (3ennany. where drugs 
industry mergers have so Car 
been rare, there were sharp 
price rises in Bbechst, Bayer, 
BASF and Scheting. 

In the US, Sdiming-Plough 


shares were up almost 7 per 
cent by lunchtime and Wanuo^ 
Lambert shares 4 per cent. 
Tb£ two are seen as the most 
likely to seek a merger. 

Shares In American Home 
Products, with which Smith- 
Kline had been holding merger 
talks, fall $2>A to |92}|. 

Meanwhile. Kar^ van Miert. 
the European Union's competi- 
tion commissioner, said yester- 
day he would study the deal, 
and the plormed merger seems 
certain also to be scrutinised 
by the US Federal Trade Com- 


mission. The combined com- 
pany would have about ii per 
cent in the US prescription 
drugs business, almost double 
that Qf its nearest competitors 
there such as Johnson & John- 
son and Merck. 

Regulators on both sides of 
the Atlantic have imposed con- 
ditions on other large drugs 
industry mergers, including 
that in 1966 between Swiss 
companies Ciba and Sandoz to 
form Novartis, and Glaxo's 
takeover of Wellcome in 
1995. 


If they follow a similar pat- 
tern this time, they could 
insist that Glaxo and Smith- 
Kline make disposals before 
the deal goes ahead. 

Most vulnerable are drugs 
for herpes, where the two have 
a dominant position with 
Glaxo's Zovirax and Valtrex, 
and SmithKline's Famvir. 

Almost as likely to attract 
regulators' attention are drugs 
to treat side effect of cancer 
chemotherapy. Glaxo's Zofran 
and SmithlOine'B Kytril domi- 
nate the area. 


Zeneca could be a possible 
bu\'er for one of these. It took 
the migraine drug Glaxo was 
forced to sell by regulators 
when it bought Wellcome. 

Regulators may also taiget 
research programmes: Novar- 
tis had CO divest some of its 
gene therapy work even 
though it was several years 
away from commercialisation. 

Fears that this might happen 
were behind a fall in Vanguard 
Medica shares. The UK bio- 
tecbnologj- company is devel- 
oping a migraine drug for 
SmithKline, but Glaxo is the 
world number one in migraine. 

Lex. Page 14 


Global circuit starts to hum 


European 
companies 
lead surging 
sales of ERP 


T he stnngth of European 
eompanlee in the rap- 
idly growing market for 
'ttae epedallet ’'Entarprlae 
Resource Planning” software 
haa been highlighted by 
restilta from- Baan of the 
Netherlands , and SAP of Ge^ 
many. 

Baan yesterday unvalled a 65 
per cant Itoty w** in iwexuiea 
to teS4u in 1067 and aid Its 
praittS bad more thaw 
to 877,2m. A week ago, SAP, its 
bi0er rival, reposted a 62 per 
cent Increase In sales to 
|3,S8bn and a 68 per cent 
increase- in prafita to ISlOm. - 
SAP - with a share of more 
than 60 per cent * is far and 
-away the dominant pb^er in a 
apedali^ sector of a software 
market, where total sales were 
worth about SlObn last year. 
Baan. iaa much smaUer playBr 
hot last year's growth gives it 
t;l8 per eenf ebare of.the znar- 
im riuflv it number three 
in the wo^ behind- SAP, and 
Qxiude of the US. but ahead of 
UB rivals ouch as PeppieBoft 
and JD Ediwardo. 

ERF software is used by 
companies to manage and plan 
bwlTiesa frmctlaQa bam. order 
processing tp manufacturing 
and from accounting to per- 
smaneL the market is growing 
at about as per cent a year, an 
locreaM which partly reOecte 
the globallaatjon of lnteroa> 
tlonal business and the pre- 
mium this has pla^ on lnft«> 
matlon tedhnoiogy systems 
which enable managers to oon- . 
trol sprawling empires more 



effectively. 

Among other Ibctors driving 
demand hi gti^ir 

g Bdoves by convanies to con- 
trol iisralatlng IT costs. 

• Ihe abtft from proprietary 
mainframe systems toward 
industry standard hardware 
and cllsnt/sarvar systems built 
around the Micros^ Windows 
NT operating syetem. 

m Moving from bespoke salt- 
ware applications developed 
In-taouse towards the use of 
"off-tbeabeir packagee. 

• The "Millennium bug" - 
Yeer 8000 'software problro - 
which has encouraged many 
companies to buy new soft- 
ware rather than adapt erist- 
Ing packages, 

The German group's results 
highlight the success of the 
company which was founded 
26 years a^ and which has 


become the world’s fourth 
largest software company. 

SAP's flagship R/3 ooftwora 
Is used by many of the world's 
largest manufacturing, petro- 
chemicals and pharmaceuti- 
cals companies as well as a 
rising number of high tedmol- 
ogy companies including 
Mlcrascft, the world's lar^st 
software groim- SAP is one of 
tbs few Eun^ean companies 
In an industry dominated by 
US groupB luih as Microsoft, 
Orarde and Computsr Assori- 
ates. It plans to expend its 
workforce by almost 40 per 
cent, creating 6,000 Jobs. 

Most of SAP's clients have 
been large multinationals, 
while Baan has sold mainly to 
smaUer and madtum-sized 
companlaa, But It often takes 
18 smnths to Implement a foil 
SAP system and may involve 


the overhaul of existing busl- 
nsBs systems. That has 
prompted complaints that 
management consultancies 
and computer services compa- 
nies are the big winners from 
industry growth. 

SAP and its partners have 
developed products to make 
Implementation quicker and 
easier. Baan Is attempting to 
sell to bigger companiee. 

SAP, which plans to add a 
listing on the New York Stock 
Exchange later this year, cau- 
tioned that its growth may be 
affected by the Asian crisis. 

Even so, SAP said It expects 
to increase sales by 30 to 36 
per cent this year, with pre-tax 
profits growing similarly and 
Baan believes It can continue 
to outpace the market. 


Paul Taylor 


Sumitomo Bank 
to launch $lbn 
securities issue 


By onoan Tatt in Tokyo 

Sumitomo Bask, one of 
Japan's largest, will laimeh a 
$lbn securities issue in the US 
within two weeks to boost its 
capital base and shield it from 
currency risk. 

Hie issue will be made via a 
US subsidiary in the form of 
dollar-denominated perpetual 
preferred shares targeted at 
international investors. 

The move appears to mark 
an innovative step in Japan. 
Although other banks and 
insurance companies have 
issued perpetual preferred 
securities before, none has 
done it in dnllers in this way. 
Sumitomo said yesterday: "We 
think this is the first of its 
kind." 

The step is likely to be 
closely watched In Japan, as 
mnqt other big hawifg are also 
under pressure to find ways to 
boost their capital base. Indus- 
trial Bank of Japan yesterday 
said it was considering a siml- 
lar step. 

Sumitomo will first raise 
capital at a whoUy-owned sub- 
sidiary. Sumitomo Bank Leas- 
ing and Finance, and set up 
another wholly-owned US unit 
known as Sumitomo Bank 
Treasury Company. 

The two groups will set up a 
tbfrd entity, SBTC LLC. which 
will have capital of 8500m and 
Issue the doUar-based perpet- 
ual prefBrred shares as a group 
company of Sumitomo. 

The group plans to back 
these securities with US tree- 
Buries, part of which will prob- 
ably he purcbosed with the 
proceeds of the cajidtal raising. 


The complexity of the scheme 
and its accounting treatment 
aroused unease among some 
analysts. Sumitomo argued the 
complexity was partly forced 
on it by Japanese banking 
laws and Insi^d it solved sev- 
eral problems. 

Since ttae preferred securi- 
ties will not be converted Into 
shares, the issuance will not 
dilute iis return on equity at 
the bank, officials said. The 
capital raising will increase 
the group's tier one capital by 
an estimated 0.3 percentage 
points. 

Sumitomo Bank, like other 
Japanese banks, is under 
mounting pressure to meet 
international capital adequacy 
standards at the end of the 
accounting year in March. 

Its tier one capital is nu'- 
rently 4.63 per cent, only 
sliSditly above the 4 per cent 
required for international 
banks. However, the bank's 
planned write-offs of bad loans 
are expected to reduce this 
sharply before the fiscal year- 
end. 

Sumitomo also argued that 
the scheme would shield It 
from currency risk. The bank 
has no capital in dollars, but 
holds liabilities in the 
currency - meaning its capital 
adequacy ratio is eroded if the 
dollar strengthens against the 
yen. 

Sumitomo also said It 
planned to Join other banks, 
such as Sanwa Bank, in a gov- 
ernment-backed scheme to 
increase the capital base of 
Japanese banks by using pub- 
lic money to buy preference 
shares. 


CU to buy 
German 
life assurer 


By Chrtatophar Brown-Humaa 
In London and Andrew FWwr 
inRwnkfurt. 

(^ommooiaUhiloa Is taking its 
flrat big BUv into Europe's 
largest tnsunmce market with 
a plaim^ DMSTOm (8320m) 
acquisition of Berllniache 
Lebenaversicherung. one of 
Germany's too 80 life assurers. 

'Hie IK composite says Che 
move will provide a platfbrm 
for fiirtber expanston at a time 
when the (Sorman market is 
ixpacted to grow atrongly 
because of deregolatidii and 
dtemarantaic change. 

CU Is In exdudve talks with 
Munich Re and Altians. iriiieh 
have 64.6 per cent and 30 per 
cent of BerUnlsche respec* 
tfrmly. It alms, to buy . the BA 
par cent held by other Inves- 
ton. . Fuod^ for the deal 
wDCild;he with new CU shares. 

Peter Foster, CU finance 
dfriBCtor, said the deal would 
be Intti^ dilutive but offered 
tremendous long-tmm poten- 
^There are not too many 
QPPOrtunitieB to get Into the 
German market In such a alg- 
nlflcant way," he added. 

Germany Is expected to shut 
penslcm provisloa Increasingly 
from state to private sector. 
Lies premiums as a percentage 
of grass domestic product are 
much lower than in the. UR. 

The acquisition would ixm- 
tisue CU’s expansion in 
Europe. . It wins 21 per cent of 
new business tram the USt 82 
per cmt from France, 16 per 
cent from the Nethwlon^, 

6 per cent from Italy and 10 
per cant from Ftiand. 

• BerUnlsche Leben bad a 1897 
premium Income of OMSSQm, 
giving it one pa cent of the 
German life market 


NBA enters themed 
restaurant market 
via Hard Rock deal 


Ergo profits, Page 18 


BySchehonudo 
OsnoMikhu In London 

The National Basketball 
Asioelation entered the 
themed restaurant macfret ye*. 
terdoy after signing a deal 
with Hard Bock ' Cafe, the 
hamburger cboln owned by 
the Rank Group, the US 
lelBure company. 

Bank said it would Invest 
•90m to open 10 NBA-themed 
reftaurants in the next three 
years. Ihe faivestment fenns 
part of a strategy to rejnve- 
nate the 27-yeu’-old Bard 
Rock bread, which Inclndes 
setting up a record label and 
live music vomss. 

The agreement Is beUevsd to 
be the first of significant sise 
between a national sports 
league and a themed restau- 
rant operator, Bavld Stern, 
NBA commissioneri said the 
entry Into themed restaiawits 
"will give onr fens around the 
world another way to em>eri- 
ence the NBA in their city". 

The new restanrant chain - 
wbicb has yet to named 
and which will not sell ham- 
burgers - follows a recent fell- 
ont in fire US themed restau- 
rant market Last month the 
shares of Planet Hollywood, 
the New York-based ttmned 
restaurant operator, which 
also owns the Official All-Star 
cafe chain, dri^iped sharply 
after profits warnings. 

Sir Denys Bendexson, Rmik 
chsfrmatt, said: "The themed 
restanrant market has had 
enmmoas competition but (he 
orifl^al is inrviv^. The pro- 
fessionals have come tbrou^ 
and those that wm Jidmuie- 
come-late have frankly foiled. 
IiQA Is a big exciting deal." 
The first NBA cafe will open 


in early 1909 at Univanal Stn- 
dlos. the theme park in 
Orlando, Florida, that Rank 
owu In a Joint venture with 
Universal Studios, part of the 
Seagram group. Others are 
expected to open la Tokyo, 
Barcelona, Madrid and Los 
Angeles. 

The restaurants will tncinde 
an entartairunent sone with 
basketball-themed games and 
eonteita, Sales of NBA mer- 
cbandiie are expected to 
account for between 3&d6 ps* 
cent of revenues. 

Bank alio confirmed yester- 
day that John Garrett, manag- 
ing director of its leisure arm. 
bad rested after differeoees 
over company strategy. Sir 
Besys said rnaonrs that there 
had been boardroom rows 
were "absolute codswallop". 

Mr Garrett is believed to 
have thought the development 
of bis dlrlstan, enompossfog 
Odeon cinemas and casinos, 
was being held back iy the 
need to meet rigid perfor- 
mance targets set by Andrew 
Teare, dilef eceentlve. He Is 
replaced by Barry Pickeraglll, 
managing director of Rank's 
Mecca bingo arm. 

Hr Teare said Bard RodL in 
Une with all of Rank's divi- 
sione, showed an increase in 
operating profit fn 1997. 

Shares in Rank closed 12%p 
higher at 3X2p. 

Andrew Hunter, leisure ana- 
lyst at ABN Amro Score 
Govett, said: "The share price 
has been depressed in part 
because of the Impact of 
Planet Hollywood but U 
bounced yesterday partly on 
relief at Idr Teare's state- 
ment." 

Lex, Page 14 
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Daewoo, GM to discuss fresh link-up 


By John Burton in Seoul 
and Nikki Tait in Chicago 

Daewoo and General Motors 
yesterday signed an agreement to 
discuss a strategic alliance chat 
could provide the US carmaker 
with access to South Korea's pro- 
tected market and relieve financial 
pressure on the debt-laden Korean 
car company. 

The partnership would reunite 
the two carmakers, which termi- 
nated a Korean joint venture in 
1992 after disputes over sales strat- 
eg>', investment decisions 2Uid Dae- 
woo’s access to ov'erseas markets. 

The talks between GM and Dae- 
woo would evaluate “common 


interests in a wide range of busi- 
ness opportunities both at home 
and abroad", although GM warned 
"the discussions would be explor- 
atory in nature and did not pre- 
sume a given outcome”. 

The Detroit group has already 
acknowledged talking to several 
Korean companies in the past two 
months. It said that yesterday's 
agreement meant Daewoo would 
now be the only Korean car manu- 
facturer with which It would pur- 
sue partnership arrangements, 
although that would not rule out 
separate talks on the components 
fipnt. 

An alliance with Daewoo, 
Korea's fourth biggest conglomer- 


ate, would idve 6M a secure foot- 
hold in the tough Korean market 
where foreign Imports account f^ 
only 1 per cent of total car sales. 
Korea is the second largest car 
market in Asia after Japan. “Our 
focus has always been a 10 per cent 
market share in Asia.” GM said 
yesterday. 

Daewoo, Korea's second biggest 
carmaker, is e^iected to offer GM 
access to its domestic distribution 
network and car producticn plants. 
Yesterday it agreed to prov^e 
after-sales anH maintenance ser- 
vice for all GM models in 10 cities. 
This follows the withdrawal fiom 
Korea of Incheape, GM*s previous 
service provider. 


GM is also proposing to expand 
its car components business in 
Korea. In addition to its current 
car parts joint venture with 
Daewoo, it has recently discussed 
investments in components 
companies affiliated with Kia 
Motors. Korea's third largest 
carmaker. 

Analysts believe that GM is also 
interested in buying or sharing 
Daewoo car plants in eastern 
Europe to expand its market share 
and capacity there. Daewoo and 
GM have already agreed to share 
production at the Ukrainian 
AvtoZAZ plant, which Daewoo 
acquired in September. The US 
company stressed yesterday that 


Asia was the primary consider- 
ation in the talks. 

Recent ^obal expansion by Dae- 
woo Motors has left it with debts of. 
WoD4,500bD ($l8bn), or nearly six.. 
HinflB equity, at the end of 19^ 

The need to service its debts has 
been Daewoo Motors' mam reason, 
for seekiDg a foreign partner. Kor- 
ean media have r^orted that Dae- 
‘woo is pr^^Mured to' sdl half of its 
car company to GM for WonSOObn.. - 
GM said toe talks could lead to an 
equity stake or some other form of 
capital investmNit 
The Detroit carmaker added that 
it expected to “move ahead aggres- 
sively” on the talks, althon^ no 
fixed timetable had been set 


Cisco finds virtue in low-proflle approach 

Despite its dominant position, the US networking group has so far escaped regulatory attention 

C isco Systems Networkffig sucoess 

bestrides its own sec- 
tor nearly as conff* Sales Sbn Ineeme Sbn Mailcet eapttallSBden tbn 


C isco Systems 
bestrides its own sec- 
tor nearly as confi- 
dently as Microsoft and Intel 
do theirs. 

While Microsoft supplies 
the operating systems that 
control more than 90 per 
cent of personal computers, 
and Intel is the dominant 
manufacturer of the com- 
puter chips at their heart. 
Cisco makes most of the 
junction boxes of computer 
networks. 

Cisco controls 85 per cent 
of the market for routers - 
the devices W'hich control 
traffic on corporate net- 
works and the pttolic inter- 
net - of which toe company 
has shipped more than a mil- 
lion. .4t $64bn. its market 
capitalisation is three times 
that of its four closest com- 
petitors combined. 

The Microsoft-Intel duo- 
poly in the PC market is 
ejqiressed. in shorthand, as 
Wintel: Cisco executives. 
tackiDg on an extra syllable, 
now talk of Wmtelco. a tri- 
umvirate. 

“Cisco just gets stronger 
and stronger." says Paul 
Johnson of BancAmerica 
Robertson Stephens, the US 
investment bank. “This is a 
market with great economies 
of scale.” 

It Is beady stuff for a com- 
pany founded In 1984 by a 
husband and wife at Stan- 


Sales Sbn 


Ineeme Sbn 
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ford Univeisity to send elec- 
tronic mall to each other 
across networks which 
spoke different languages. 

“Initially we were involved 
in plumbing and that wasn't 
very exciting,” says John 
Chambers, the former Inter- 
national Business Machines 
and Wang executive who has 
been Cisco's chief executive 
since 1991. “Our success was 
based on our ability to sell to 
two to three technical people 
deep within the bowels of 
companies, and so there was 
no need to be visible.” 

Now Cisco is' number one 
or two in all but three of the 
15 types of networking 
equipment it produces. An 
investmeat in the company 


1985 96 97 
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when it went public in 1990 
has increased 70-fold, and 
sales reached $6.4hn in 
1996-97. 

There are factors unique 
in the company's growth. 
First, it is the prime benefi- 
ciary of the growth of net- 
working. A multinational 
company links its employ- 
ees' computers as a matter 
of course, so they can send 
e-mail, exchange files and 
access corporate databases. 
Now these networks are 
coming together, linked by 
the public internet, which is 
now accessed by about som 
people in the US alone. 

Mr Chambers is not yet a 
computer industry icon as 
stany as Bill Gates or Andy 


Grove, toe Intel chief. But 
his remorseless niceness, 
which colleagues insist is 
genuine, has given a 
culture of its own: focused 
on customers in a way that 
^}es be^md toe usual corpo- 
rate rhetoric, and egalitarian 
to toe point that executives 
share hotel rooms. 


M oreover. Cisco's 
competitors, in 
merging to expand 
their portfolio of products to 
compete with the giant of 
toeir industry', Imve tripped 
up, almost without excep- 
tion. Bay Networks only 
recently put behind it the 
traumatic merger from 
which it formed. 3Com and 


Ascend n omwiiwifaitiftna are 
both wrestling with the 
acquisitions last year, 
respectively, of US Robotics 
and Cascade. 

However, there is one fac- 
tor in Cisto's success com- 
mon to Microsoft and Intel: 
the ability to offer compati- 
bility to customers. Cisco's 
inter-networking operating 
system, or lOS, has become 
toe lingua franca tif com- 
puter netwmks. 

Two years ago. Mr Cham- 
bers remembers, he would 
have been happy if 10 per 
cent of customers opted for 
end-to-end Cisco products. 
Now, in the interests of sim- 
pUcity. as many as 70 
cent of companiK do so. 


But so far Cisco baa «ot 
attracted the attentioD of toe 
regulators, as have Microsoft 
and hiteL That said, it is not 
without critics. “Arrogant te . 
the word that -is most often 
used about CSsco, am^aht 
and controlling.” says David 
House, chief executive of 
rival Bay Networks. 

One teasoh for toe lack of 
regulatory involvemmit is 
that Cisco has fewer corpo- 
rate pncmiPR than Microsoft. 
The company prides itself on 
its ability to form partner- 
sh^ with P-nHipatilaa SUCh 
as Alcatel, the French tel^ 
communications equipment 
maker. 

Second, it has more com- 
petition tbani might be 
apparent Cisco faces new 
heavyweight competitors, 
such as Lucent Technolo- 
gies. as toe data networking 
and telecoms equipment 
industries converge. 

Finally, Cisco thank 
its low profile. Two years 
ago. the company was so > 
little known that It received 
complaints intended for 
Sysco, the food distributor 
whose tracks sometimes dis- 
torb residential neighbour- 
hoods. The company muA 
hope regulators' attacks on 
monopolies in the computer 
indostry also remain 
directed elsewhere.. 

Nicholas Deoto& 



Moody’s moves 
to negative view 
on US banks 


By John Authers 
in New York 

Moody’s, the credit rating 
agency. yesterday 
announced that it had 
moved to a negative outlook 
on the long-term debt rat- 
ings of three international 
US banks - Bankers Trust, 
Citicorp and J.P. Morgan - 
as a result of the Asian 
financial crisis. 

The move followed last 
week's announcement that 
Standard & Poor’s, the other 
leading ratings agency, had 
put J. P. Morgan - toe only 
US bank with S&P's hipest 
AAA rating - on Credit- 
Watch for a potential down- 
grade. 

While S&P said its move 
was not directly related to 
the Asian crisis. Moody's 
said yesterday its review of 
J. P. Morgan would look at 
the bank's exposures to trou- 
bled markets in toe regioiL 
Moody's removed J. P. Mor- 
gan ^m its top rating two 
years ago and now rates 
Morgan Guaranty Trust, its 
parent company, at Aal. 

However, toe moves coin- 
cided with optimism on Wall 
Street that >’esterday's move- 
ments in Asian markets 
showed that the crisis la the 
r^on was approaching res- 
olution. and most of toe 
affected companies regis- 
tered strong gains In morn- 
ing trading. Citicorp gained 
4.25 per cent, up 85^ at 
Sl24^,i. while J. P. Morgan 
was up 3.58 per cent at 
$10413. 


In a ftuther development, 
Citicorp announced that its 
total local assets in five trou- 
bled Asian countries came to 
$16.4bn. These exposures are 
far larger than its cross- 
border loans to the nations 
in toe region, and did not 
have to be reported until 
next month. 

The bank published details 
of its cross-border exposures 
to Korea, Indoneste. Thai- 
land and the Philippines last 
month, but many in the mar- 
ket had wanted information 
on its local currency expo- 
sures. 

Korea is by far the largest 
exposure, with total local 
country assets of $4.9bn. 
including SSOOm in consumer 
loans, and ll.Obn 'm commer- 
cial lending. Total assets in 
Malaysia are S3.7bo, includ- 
ing S1.3bn in consumer 
loans. Gticoip also has expo- 
sures of saibn in Thailand, 
$2.6bn in the Philippines, 
and S2.ibn in Indonesia. 

John Reed. Citicorp chief 
executive, stressed at his 
annual conference for ana , 
lysts last mouth that the 
financial turmoil in the 
region could yet prove to be 
a net positive fi^or for the 
compsmy's local operations. 
It could weaken local com- 
petitors. while creating a 
“flight to quality”. 

He said: “We've suffered 
pricing erosion in the eoeig- 
ing markets since 1996. Our 
best estimate is that that 
probably ended wlto the tur- 
moil in toe Asia-Pacific and 
pridng will be much firmer.” 



PolyGram. toe Dutch entertainment groiqr, has signed a 
multi-album recording contract with Elvis Costello, the 
singer and songwriter (above), which embraces classical 
and rock marie, writes Alice Rawsthorn, 

The deal follows the restructniing of PolyGram's record 
labels last autnnm, whereby Danny Goldbergt ebairmah 
Mercury Record^ the rodt label, assnmed responslbiliti^ for 
the group's clasrical and jam record labels. 

It reflects the trend for mnltinational music groups to 
release clasrical and jas albums recorded by rock and pop 
stars. EMZ recmitly released a clasrical album by Sir Paul 
MeCartn^, and Sony Music unveiled one by BiDy JoeL 

Elvis Cwtello, who started his career in the late 1970s, 
has already worked with various jas bands An d on dassi- 
cal coUalxntions with the Brads'^ Quartet and Swedish . 
Radio Symphony Orchestra. The first aHram under the new 
contract will be a Mercury recordiite: of music be bas 
composed Jointly with Burt ^diaraefa, the US songwriter. 

Next week, PolyGram will report its finmnniai fesalts tot' 
1997. Merrill Lynch expects it to annmiTu^ a 7 gex cent, 
inoease in net income from FI 722m to FI 771m ($374i$ni) hi 
1996. PolyGram benefited from a strong pmfonnance from- . 
most of its record labels during the year, but analysts 
suspect that its film divirion ronahied in the red. 

• Mammoth Records, the US record company recently 
acquired by Walt Disney, is nnderstood to be in advanced 
talhs to launch a joint venture record label with the Dust 
Brothers, the successful record producers. 


AMERICAS NEWS DIGEST 


Microsoft arid 
Amdahl link 

hficrosttft forined an °TTian<»o -with AmdahL toe US 

emn|iany owned by F^itsu of Japan, to eoUsbo- 
rate on technology arid smwicesio link mainframe- com- 
puters to ne t ww k s ninnihg the Windows NT tolerating 
system. ' 

The aiiiaw^ Is toe latest move in Microsoft’s efforts to 
reach b^oiri toe df> sk **y into the beaxt of corporate IT 
(giEations. It also Tw^ipca anfag an important link between 
♦wiiri ggn'w atinr^ nf f crfinnlng yr thetnainfranie COmPUtera : 
upon which toany large-scale business applications still 
ran., and the latest personal computer netweaks. 

■ - “Customers are demanding a solution to toe complex 

issue of integrating Window NT {jsystmnsl with their 
vnainfrHTnfl data Centre systems,'” said David Wri^t. 
Amdahl president an d executive. Amdahl’s DMR 
Consulting subsidiary would services to assist cus- - 

tomers in this he said. 

' Sutih services would enable businesses to take frill 
advantage of Microsoft's lat^ software white preserving 
their investments in mainframp systenis, added Steve 
Ballmer, executive vice-'president of sales at Microsoft. 

DMR will also hrip cushxnms to resolve “year 2000” 
computer problems by transferring mainfianie applica- 
tions to Ifl^idows NT servers: Amdahl would also woA 
with. Microsoft to bring toe robustness and. reliability of 
mainframe computer software to Windows NT aigdica- 
tions, said Mr Wright - - Louise Setue, San Ifandsco 

■ BANKING 

NatWest sells Canada arm 

Hong Kong Bank of the nation's largest foreign- 

owned hanir, has agreed- to acquire the Genadiaa subsid- 
iary of the UK’s National Westminster Bank for an undis- 
closed amoemt National 'Westminster’s Canadian bank 
had total assets of C$844.5m (US$577irO and net assets of 
CSlOTm as of October 1997. 

The acquisition, subject to regulatory approval, would 
help HongKong Bank iff Canada expand Its corporate 
ipnrting activities and <T>rr»^ gi> its customer base in cen- 
tral «arfii Martin Glymi, toe bank's chief opsat- 

Ing afiScer. NatWest Group said it had concluded that toe 
activitiK of its GanaHiaw subsiidiaiy, primarily general 
lATiiting and commercial banking, did not fit into the stra- 
t^c focus of NatWest Ma^ts in North America. 

. “We bdteve this acquisitioa will enable us to serve a 
wid^ range of business customers in Cana d a,” said Yous- 
sef Nasr.Hong Kong Bank of Canada’s diief executive. 
Hong Kong Bank, owned by HSBC Holdings, has aggres- 
sively expanded into ciudada over the past decade. 

Scott Abnrison. Toronto 

' ■ AGRICULTURAL MACHINERY 

Shimiejda to be Ageo president 

Ageo, the Georgia-based agricultaral machinery maker 
which takes in the Massey Fergason and Hesstou brands, 
aimounced yesterday that it was appointing John Shu- 
mejda, 63, to the new position of president and chief oper- 
ating officer. 

The company lost its chief executive last autumn, when 
Jean-Paol Richard quit after only nine months. That 
jaumpted Bob Ratcdifl^ toe cempany's chairman, to 
resume toe chief executive’s responsibilities as well - a 
Bituatiou Wbiito wiH continue. However. Ageo said yester- 
day that Mr Sbumblda's appointment was part of the com- 
pany’s “succession planning”, and it seems possible he 
will be groomed for the dUef executive's positiaa in due 
conrse. 

Mr Shumejda was previously executive vice-president 
for manufacturing and technology. Nik/d Tail, Chkago 

m DAIRY PRODUCTS 


Suiza buys Land-O-Sun 

Suiza Foods, the Dallas-basi^ dairy products manufac- 
turer, yesterday continued ite a^ressive acqmsition pro- 
grmime,.by announcing that it would buy Land-O-Sun 
Dairies fbr a total of $287m. The price Includes $12^ in 
cash. $l00m in preferred shares and toe assumption of 
some debt Land-O-Suu. based in T^messee, operates fluid 
dairy and icemeam processing units across seven states. 
Sales last year were $464m. 

' The deal is toe latest in a series of consolidation moves 
I in the US dairy industry, whiiidi is facing considerable 
I deregulation. Suiza has been among the most aggressive 
p a rt icipan t s in Oiis process. NUdd.Tait 

■ SOFTWARE 

Internet S^urity to float 

Intemri Security Si^tems. ah Atlanta-based network 
security company founded four years ago. has announced -' 
plans to float on Nasdaq. The group, whose software ~ ' 

includes the SAFEsuite product range, is one of a new 
breed cd netwoik security specialists. The emnpany bas 

filed with -Che Seenriti^ and R-wOiawpi r oniMigeim^ ftw a i 

proposed initial public Qfibring Of 2.5m shares, includi^ i 
. 300,000 from existing shareholdets. 

Separatriy, ^ company has laimched a new version of 
its Ite alSecure real-time intrimfon detection and response 
: system, wiiidi is designed to stop ’hacker” attacks before 
^sterns are compromised. PoulT^lor 

■ CONSTRUCTION . 

Santiago road bidd^ named 

FiTO consortia have bid for a concession to upgrade and 
operate toe Santiagc^Valparamso-Viqa del Mar hi^way, 
the Colombian public works ministry said -yesterday. The 
five teams are: Autopistade Peale, Cicasa Chile, Ecenru- 
tas, Ruta del-Pacifico and Tribasa Cano Sur, a subsidiary < 
of Meatioo’s Tribasa. Autcgilsta de Peaje has Kn j r ff with the 

construction firm Ecorrutas Is related to construc- 
tion group Ferrovmas, and Ruta del Padfico is tied to toe 
Danish firm Sacyr. 

The minisby will oprii the economic bids on ftebruaiy 
19. Originally, the economic bids were to have been 
opened on January 19, but toe date was delayed at the pri- 
vate sector’s request toe minlscry said. The upgrade has 
an budget Off US$4phn. Reuters, Sdritiago 


Market turmoil hits Asian hedge funds 


By William Lewis 
in New York 

Asian hedge funds in 1997 
suffered their worst year 
since 1988 because of turmoil 
in the regions’ markets, 
according to an analysis pre- 
pared by a leading hedge 
fund consultancy. 

Hedge funds that invest 
primarily In Asia achieved, 
on average, a negative 
return of 30.5 per cent, 
according to Van Hedge 
Fund Advisers International, 
the consultancy based in 
Nashville, Tennessee. 

However Van Hedge's 
analysis identified a substan- 


tial difference between the 
performance achieved by 
Asian hedge funds based in 
toe region and those located 
outside Asia. 

Hedge funds that invest 
primarily in Asia and are 
located In Asia achieved an 
average negative return of 
40.7 per cent in 1997. Hedge 
funds that Invest primarily 
in Asia but are not located 
in Asia did better but still 
suffored an average negative 
return of 10.7 par cent last 
year. 

The negative returns and 
redemptions by investors 
caused the assets invested 
by Asian hedge funds to fall 


from about S7bn ' at 
the beginning of 1997 to 
S4bo-S5bn by the end of the 
year. 

John Van, vice-president 
of the consultancy, said the 
performance was worse *b«ri 
Che previous annual low In 
1990 when both types of 
Funds together suffered an 
average negative return of- 
11.3 per cent 

“That Asian hedge funds 
suffered a poor year all 
round will come as no sur- 
prise.” He said that one of 
the reasons Asia-based funds 
"experienced greater volatil- 
it}’ in 1997 was because of a 
long bias to their portfolios 


compared with non-Asia' 
based frinds which tended, to 
hedge more”. 

Van Hedge tracks the per- 
formance- of 2.600 hedge 
funds worldwide, of which 
some 120 invest primarily in 
Asia. 

Investment rules permit 
hedge frmds to ke^ secret 
details .of their' assets' and 
investment pesrformance, fozv . 
dug Van Hbdge to gathw its 
date fium a variety of tmpffi-. 
cial sources. It does not di^ 
elcee details of the perfor- 
mance of individual funds. 

Van Hedge .found .that toe 
inve s t m ent pexfonuance for 
both categories of. Asiazi 


fimds was paartlcularly poor 
'in- toe fourth quarter of 1997 
when Asia-based funds fell 
' on average 31.2 per cent and 
non-Asia based frinds fell on 
. average. 13.6.per cent 

In the second quarter of- 
toe year both types of funds, 
adiieyed positive investmeut- 
retnms, with noorAsla based 
funds makiiig an average 
return of 11.2'per emit. • 

In- any 12-monto -period 
Over the past 10 ymus;- Van 
Hedge estimated tltet inves-- 
tors investing in'. Asian 
he^ -frinds based bz Asia 
have had a greater.toan one^ ^ 
totrd' chance .of achieving a' 
lOK.. - - 
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. - • COMPANIES AND FINANCE: ASIA-PACIFIC 


Peregrine equity unit 

^Hono of 170 stafL At present, and Mr l^eung and other manag- of Asian professionals uith CfiSlS 

^ . Negotiations wct 6 continu* eseluding the BNP deal, ers of the Greater China the backing of a western j 'u ^11 

Banane .« W • “5 PewgTine fixec- there are about 500 staff in division. ba^** said Mr Hsieh. I Oil 

vpBtPwiaw ^ Mr Uung, who will he one Peregrine had been one of 

fe Arfin iuu ^..: ^P«^i ^‘raeeriung Other porate finaace divisions. of two executive vlce^hair- the leading underuTlters and w m r 

ino *tl»e equities Oidier Balme, chief execu- men in BNP Prime Pere- sponsors of equiT>- issus in rUTl %/ W/ 

^ operations. “An offer should tlve of BNP Hong Kong, said grine. as the new company Hong Kone by mainland vftl T TT 


Banque Nationale de Paris 
yesterday m^eid te'e^and 
its Asian investcdent bank- 
tug opmtions thr 9»ie *i t.be 
acquisition of the Greater. 
China equity operations pf- 
Peregrine, the Hong Kbng- 
hased in^^tment Twwfc that 
collapsed last moutlL 
Althou^ the Prench TmwV 
declined to comment , on th ^ 
purchase price, the . provi- 
sional liquidator said . the 
deal included assets about 
HKS290m tns$37.5m). It 
involves about iso staff, 
including Francis Leung, a 


. co-lbunder ^ R^«grine. 

Negotiations were continu- 
ing betwem Peregrine exec- 
utxvee and Banco Santando*,- 
,of Spain, conceriung other 
parts of -the equities 
operations. “An offor should 
' be put to the liquidator on 
Tuesday,** said an executive ' 
involved in sagotiatioos. 

the .complex ztegd^ons' 
hOTe prompt^ divisions 
within Peregrine, as staff 
e^lud^ horn the ;^ deal 
eonght.' to secure a broader 
sale. 

' Banco Santander is inter- 
ested in Peregrine's Sin^- ' 
pore, London and New York 
operations. Involving about 


170 StafL At present, and 
excluding the BNP deal, 
there are about 500 st^ in 
Per^rine’s equity and cor- 
porate finaace dh^ons. 

Oidier Balme, chief execu- 
tive of BNP Hong Kong, said 
the deal mariced the bank's 
strategy of expanding its 
investment hanlring pres- 
ence in Hong Kong and 
Chba. 

Under the. terms of the 
agreement, -a new company 
will be established in which 
BNP and BNP PrimEast. its 
r^xdnal Investment bawViwg 
arm, will hold a combined 
stake of 90 per cent. The 
balance will be held by 


Mr l^eung and other manag- 
ers of the Greater China 
division. 

Mr Leung, who will be one 
of two executive vice-chair- 
men in BNP Prime Pere- 
grine, as the new company 
will be called, will be in 
charge of day-to-day 
operations. Mr Balme said 
tte former Peregrine execu- 
tive would be granted a high 
degree of autonomy. 

The other vlce-chairmao 
will be Hsieh Fu Hoa. man- 
aging director of BNP 
PrimEast, set up last year 
with a core of Singaporean 
senior staff. “The new com- 
pany wUl be a ^mbinatimt 


of Aslan professionals with 
the backing of a western 
bank* said Mr Hsieh. 

Peregrine bad been one of 
the leading underuTtters and 
sponsors of equii)- issues in 
Hong Kong by mainl and 
companies, although the 
flow of new listings has been 
baked by the regional nnan- 
dal crisis. 

A Peregrine executive said 
BNP had exclusive rights to 
the Peregrine name for 
Greater China and non- 
exclusive rights elsewhere. 
He said Banco Santander 
might be interested in secur- 
ing exclusive ri^ts to the 
name outside Greater China. 


N ew family for father red-chip 


BNP hired Francis Leung as 
part of its latest investment 


A s -the “father of red 
chips” and managing 
director of Peregrine, 
Hong Kong's failed invest- 
ment h anking champion, 
Francis Leung soared the 
heights and plumbed the 
depths of Asian finance. 

Now as .executive, vice- 
chairman of- BNP Prime Per- 
egrine. a new regional 

inves tmen t hanlc nnnfrp H e d 
by France's Banque 'Nat- 
ionale de Paris, Mr Leung 
will be luqnng to relxmnd. 
and capitalise on his con- 
tacts as. one of Hong Kong’s 
best-connected corporate 
ilDandei& 

The omens might appear 
promising. As the fionDation 
of the new ‘company was 
announced yesterday, the 
red-chip index, which 
measures the performance 
of mainland-controlled. Hong 
Kong listings, soared by 
more than 20 per cent 
But' Mr Leung may hope 
for a touch more stability 
after the rollercoaster tide of 
the past 12 months. For 
much of 1997, Mr Leung 
helped many of China’a 
Hong Rong-listiuga to 
market Peregrine, a^. Mr 
Leung In particular, became 
associated with several 
faeavQy subscribed issues as 
investors paid exorbitant 
prices for access to Chinese 
businesses. . ■ 

'They Wm th|e dominant 
player , in wbat was a ^ep- 


tacnlar franchise,** says one 
executive at a rival invest- 
ment bank. 

Just months later, a tear- 
'fol Mr Leung found him^lf 
to Philip Toee as his 
partner and. co-founder of 
the investment bank 
eqdained to the how 
Peregr^e h^ been for^ 
into Uquidation. , 

The main problem, 
claimed Mr Tose, had been 
the rapid devaluation of the 
fridonesiah rupiah and its 
impact on the grata's fixed 
inmma itfi rigion. Substantial 
loan eq^psure at the diyls^ 
to Indonesian companies 
scuppered a rescue deal .with 
Zurich ^mip of Switzerland, 
eondemwing Peregrine - to 
collapse. 

Peregrine, with Mr Tose 
and Mr Leung at the helm, 
had grown .rapidly since Its 
fatrtb 10 years ago to become 
Hong Kong's biggest inv&t- 
ment bank arid one of the 

largest iTiH ap wii^ant WngTifnaT 

institutions in^ the r^on. 
Prior to'Peregrise. lifr Leung 
had worked alongside Mr 
Tose at Vkkosda Costa and 
at . Citicorp international 
after the -US hank acquired . 
Vickers. 

I f the downfall of Fere- 
grlne was due to. prob- 
lems of exposure and 
risk: management at the 
cqmpapy'a fixed pjo«ne_^vr- 
aioD, the rise ow.ed mnch to.r 



WeD connected: Frands Leung was involved In many of China's EDS listings last year 


Mr Leung's role in the 
equity divisioiL 

Few mainland issues camp 
to the . Hong Kong market 
without a lole for Peregrine, 
often as lead manager. 

In. the firet half of last 
year, the bank sponsored the 
HuHrip of Guangzhou Trans- 
port first Tractor, and the 
investment arms of the Bei- 
jing and Sh^ahan municipal 
govenaments. Those deals 
alone- raised more than 
US$600m for mainland 
companies. 

BNP vdll be expecting Mr 
Leung to iDlxig more deals to 
market. 

^ ■“We’wfilrglve him a great 


deal of autonomy,** says Uld- 
ler Balme, chief executive of 
BNP Hong Kong. Tb£ former 
Peregrine executive will be 
supported by his former 
team, the majority of vddeh 
is making the move to the 
new venture. 

But in spite of yesterday's 
surge, the going is likely to 
be harder than ever. 

The bull market for China 
shares - as for all other 
Asian shares - has long 
since been seized by the 
bears. The flood of new 
issues has fallen to a trickle, 
with just a fiew listing since 
ihe - crisis f^t hit Hong 
Eong last Octofiin'^ 


Mr Leung is confident that 
Hong Kong will retain its 
role as the mainland's 
source for international 
funds. “There is a huge 
demand for funds, and they 
vrill be pragmatic about pric- 
ing.” he said in an interview 
ahead of Peregrine's 
collapse. 

The former Peregrine exec- 
utive is also determined that 
be remains at the forefront 
of the sector. “Peregrine was 
the acknowledged leader in 
raising capital for mainland 
companies. We intend to 
retain that position.” 

John Ridding 


First Pacific calls off San Miguel buy 


By Justin Marozti in Maidla 

The pos^biUty of m early 
takeover of San Miguel, the 
Philippine food and beverage 
group, faded yesterday as 
First Pacific, the Hong Kcmg- 
based congi^erate that has 
been targetii^ a substantial 
stake, said talks bad been 
called off 

First Pacific's statement 
followed a 28 per cent leap in 
its share juice from HKS3.10 
to HK$3.90 and confinned a 
Philippme newspaper report 


Indonesian 
company 
to refocus 


^ Sander Thoenes 
m Jakarta 

Shares in Haniaya Mandala 
Sampoerna rose 21 per ceot 
to Rp5,a75 yesterday' after 
the Indonesian cigarette 
company said it bad reduced 
its foreign loan exposure 
and would shut some for- 
eign and Joca) snbsidiailes 
to focus on ctwe business- . 

Sampoerna said it had 
hedged its remaining for- 
eign debt at Bp8,000 to the 
dollar. Many companies 
have not hedged at alL or 
only at Bps, 000. The rupiah 
ended at RplO.SOO . ftom 
Rpll.SOO last week, com- 
pared with a low of 
RplB.OOO earlier in the 
month that led to fears of 
massive dtfaults. 

Sampoerna will cut costs 
bv halting some of its for- 
eign and domestic 
operetions, inclnding retail 
shops and property. 

sales rose 23 per cent to 
Rp2,410bn (S230mX Its new 
A toand has seen a shatp 
rise but sales of its tr^ 
tional clove cigarette, Djl 
gam 5oe, have b^ disap- 
pointing. 

David Chang, bead ot 
research at Irimegab Secn- 
rities. said Sampoerna and 
many other Indonesian com- 
panies were eager to 
restructure but had few 
options. ■ 

Ybe centtsl bank has 
lined Interest rates, fore^ 
l nan« have become prohibi- 
tively expensive, and the 
rupiah depreciation and 
tieneral economic glnt have , 
^ped out the valne of many 
assets- 


quoting Eduardo Cojuangco,. 
the man at the centre of 
takeover discussions, saying 
that tte deal was off 

Mr Cojuangco bsa hp^n jjQ ' 
discussions with the Phil^ 
pine government and Firet 
Pacific over the sale of a 
stake in San bOgoel seques- 
tered by the Coiy Aquino 
administratioD in 1966. 

The . govenunmit alleges 
that the stake, of about 48 
per. ceut,- was fraudulently 
acquired by Mr Cojaangco, a 
business associate of the late 


dictator Ferdinand Marcos. 

The key to a takeover 
depends on Mr Cojuangco 
relinquishing his claim to 
the stake and reaching an 
out-of-bourt settlement 
First ^cific said talks had 
not been for sev- 

eral weeks- “We always said 
we would.be prepared to go 
ahead if the transaction met 
all our financia] and admin- 
istrative control objectives. 
It becaine clear that this 
would not be the case.” 

Ihe group would maintain 


its 2 per cent stake tn San 
Miguel and continue to try 
to Identify undervalued 
assets in the region. 

The potential takeover of 
the flagship Philippine com- 
pany by a foreign group is a 
sensitive issue before 
national elections in May. 

Speculation in Manila has 
intensified recently that Mr 
Cojuangco would prefer to 
wait until the elections 
before striking any deal. 
Over the weekend, he was 
quoted as saying he would 


be backing Jos^b Estrada, 
the populist vice-president 
and a former politi^ ally. If 
elected, Mr Estrada, who has 
consistently led the polls, is 
expected to look more kindly 
os Mr Cojuangco's share 
ownership tussle. 

The collapse of the deal is 
a blow to the Manila govero- 
ment, which Is facing its 
first budget deficit in five 
years. 

Shares in San Miguel 
dosed € pesos higher yester- 
day at 58.5 pesos. 


By Graham Bowley 
in Frankfurt 

Volkswagen of Germany, 
Europe's bluest carmaker, 
yesterday reported it was 
feeling the Impact of Asia's 
economic crisis after an 8.5 
per cent drop in vebiele 
sales in some markets in the 
region last >’ear. 

The decline will add Co 
worries about the likely 
effect of the Asian crisis on 
western companies. 

The German carmaker, 
which has been among the 
most aggressive in breaking 
into Asia, maiotatned its 
strong momentum in China 
and Japan, its two biggest 
markets in the region. 

But sales elsewhere in 
Asia-Pacific dropped from 
36,381 in 1996 to 33,281 last 
year, with Thailand and 
Sooth Korea recording the 
sharpest declines. Before the 
economic crisis last year, 
these markets had been 
among the fastest-growing 
in the world. In 1996, VW 
recorded a growth rate in 
this region of 16.9 per cent 

The sharp slowdown sug- 
gests the crisis has had a big 
impact on demand, which is 
worrying western exporters. 

Siemens, the large Ger- 
man electronics and electri- 
cal engineering company, 
reported last week that 
orders had stagnated in Asia 
at the turn of the year. 

The German chemicals 
indnstiy last week warned it 
was concerned about the 
possible contraction in 
Asian economies. However, 
it also feared that the sharp 
devalnation of some Asian 
cnrrencies meant cheap 
imports from Asia could 
pose a direct threat to busi- 
ness in western markets. 

VW said: “In the medinm 
term VW is expecting a 
recovery in Asian markets 
and is therefore striving to 
build further its presence in 
the region." 

In the whole of the Asia- 
Pacific region, VW sold 
371,629 vehicles last year, 
11.5 per cent more than in 
1996. This was a slightly 
smaller increase than the 
previous year, when sales 
rose 13.3 per cent. 

Sales in China, where VW 
has large manafacturing 
plants and employs about 
14.000 people directly, 
increased 17.2 per cent to 
279,423 vehicles. VW was 
one of the first western 
manufacturers to break into 
China when it formed a 
Joint ventnre in 1984 in 
Shanghai. 

Sales in Japan grew 0.8 
per cent to 58.825 units, 

VW makes vehicles in 
Taiwan, where it employs 
about 700, as well as in 
China. The company also 
OSes independent assembly 
sites in Indonesia, Malaysia 
and the Philippines. 


ASIA-PACIFIC NEWS DIGEST 


Siam Cement 
to lift exports 

Siam Cement, Thailand’s biggest conglomerate, said its 
campaign to export away its beav>' foreign borrowings 
would lift export earnings from Sl.lbn in 1997 to S1.5bn 
this year. The building msterial$-to>petrochemieals group 
also said Japanese lenders had agre^ to switch $l2bn in 
doUar-denominated loans into yen debt 

Siam Cement was the first big Thai group to admit that 
last July's flotation of the baht, and the currency's subse- 
quent sharp fall, would hit profits by incr easing the costs 
of its unhedged foreign debts. Ever^’ time the cost of buy- 
ing a dollar rose by one baht the group's costs rose by 
Bt2.5bn ($47m). the company said yesterday. Last year's 
foreign exchange loss will probably be about Slbn. 

The group owes ^bn. n-hich ulll cost 3550m to service 
thift year. About STOOm of the total is short-term debt. 
Export revenues will rise to 40 per cent of total income, 
compared with 20 per cent last year, according to Avinnh 
Wongbudhapitak. vice-president. Converting some of its 
borrowings to »ill spread the e.xchange risk and 
reduce the interest charges on the switched loans by as 
much as lOO basis points. Mr Arirutb said Japanese insti- 
tutions were willing to do this because they bad plenty of 
yen to lend and also needed dollars. 

Siam Cement has trumned its expansion plans by 
Btl".55bn since the start of last I'ear in order to preserve 
cash flow. The main victim has been a BtlSbn pulp plant 
in Indonesia, but other projects worth a total of more 
than Bt26bn have been delayed. Mr Av'iruth said that with 
the value of the baht halving since last year, the group 
had become obsessed with paring back its debts. “Nothing 
else matters any more.” he said. He could not predict 
when the group would start reporting net profits again. 

William Bames. Bangkok 

■ FOOD MARKET 

Japan Tobacco expands 

Japan Tobacco Is to acquire Pillsbury’s Japanese subsid- 
iary and take over the handling of most Pillsbury food 
products in Japan from the end of this month, the com- 
pany said yesterday. Pillsbury, a division of Diageo, the 
company created by the merger of Guinness and Grand 
Metropolitan last year, produces processed food such as 
the Green Giant brand of vegetables. 

Japan Tobacco has been diversif>lng since It lost Its 
monopoly on the Japanese tobacco market after privatisa- 
tion in 1985, and already has several processed food divi- 
sions. ^than Httttan, Tokyo 

m SOUTH KOREA 

Posco considers sell-offs 

Pohang Iron & Steel (Poscol. South Korea's bigge^ steel- 
maker. is considering selling its stake in Sbinsegi Tele- 
com. a cellular phone company, as pan of a restructuring 
programme. Posco said it would merge three subsidiaries 
and sell Posco Refractories, which produces steel ftir- 
naces, reducing the number of units to 13. It also ml^t 
dispose of its shareholding in the Seoul Sbinmun, a gov- 
ernment-run newspaper. 

The restructuring was made in response to criticism by 
the new government of Kim Dae-jung that Posco bad 
engaged in e.tcess diversification. 

Posco became the biggest shareholder with a 16 per cent 
stake in Sbinsegi Telecom in 1995 when it received a 
licence to become the only competitor to SK Telecom, the 
monopoly cellular phone provider. John Burton, Seoul 

■ CAMERAS 

Nikon cuts forecast 

Nikou. the Japanese camera maker, has cut its full-year 
pre-ta.x forecast from its previous estimate of Y23bn to 
, Y16bn (3126m). Revenue was seen at Y380bn, compared 
; with the earlier Y400bn forecast and net profits were 
expected to be YTbn. against the Yl2bn forecast earlier, it 
said. It blamed the revision on declines in Asian curren- 
cies and the stagnant microchip market. 

At the parent level. Nikon said h cut the year to March 
pre-ta.\ profit from Yl2.5bn to Ydh on revenue of YSOObn. 
against Y3i5bn forecast earlier, with the net profit fore- 
cast now seen at Y4bn. down from Y5.Sbn. 

AFX'Asia, Tokyo 

Comments and press releases about intemational 
companies coverage can be sent bp e-mail to 
miemational.compamesityjt.catn 


Oilfield delays 
depress price of 
Woodside shares 


By Gwen Robinson 
I In Canberra . 

Woodside Petroleum, one of 
Australia's largest oil and 
; gas producers, shook mar- 
I kets yesterday with an 
I announcement tiiat its devel- 
opment of oilfields in the 
Timor Sea would be delayed 
at least six months and 
incur significant cost over- 
runs of about A3200m* 
A$250m • (US$l37m>US$i7lm). 
Woodslde's share price 
plunged 4.7 per cent to 
AS8.57 on the news, continu- 
ing a steady slide 
by Asian economic tuimoiL 

Prom a high of gl3.40 less 
than six mouths ago. Wood- 
side's share price, has faHen 
victim to growing concerns 
about low oil prices and 
waning demand'. Other 
energy stocks have also seen 
an exodus of investors. 
Woodside. however, has 
aroused particular concern 

because of its leading role as 
Australia’s only existing 
liquefied natural gas pro- 
ducer in the country’s mas- 
sive North-West Shelf LNG 
consortium. 

Analysts expressed sur- 
prise at yesterday’s news, 
which , was intruded in the 
company’s quartoly produc- 
tion report. Some analysts 
said they had received assur- 
ances from Woodside just a 
month ago that the project 
was within budget Yestei> 
day. however, the company 
said caqwcted cost overruns 
at its Laminaria and Coral- 
llna oilfields in the Timor 


Sea could add A3250m to the 
original AJl.OTbn. 

. Woodside said it would 
give a definitive figure on 
&e eq>ected cost blow-outs 
when it announced its 1997 
earnings results at the end 
this month. In its quar- 
terly production report, the 
company also warned that 
constructioa problems were 
likely to delay commission- 
ing of the fields by six 
months, to Septensber 1999. 

' The delays and increased 
costs were blamed on short- 
age of materials to build a 
finariny production, storage 
and offloading facility, amid 
strong demand for sui± plat- 
forms worldwide. 

Woodside acknowledged 
that the delay would affect 
its earnings in 1999, as reve- 
nues from the project would 
be deferred by up to six 
months. Analysts estimated 
that Woodside, which owns 
50 per cent of the project, 
would have earned revenues 
of about A$295m in that six 
months, ba^ on current oil 
prices and exchange rates. 
The other half of the j^ect 
is 25 per cent owned by BHP 

and 25 per cent by the Royal/ 
Dutch SbeD group. 

Another concern fbr Wood- 
side is the Ueak outlook for 
economic growth in Japan, 
the company's largest cus- 
tomer and an important con- 
tributor to the North-West 
Shelf project. If Japanese 
demand slows, LNG prices 
are lik^ to si^er, said Tim 
Gerrard, resources, analyst at 
Prudential-Bache Securities. 
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nv Bank Nederlandse Gemeenten 
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US $ 400,000,000 

5.625 per cent. Notes 1998 due February 2, 2001 

Issued under the NLG 30,000,000,000 Debt Issuance Programme 
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COMPANIES AND FINANCE: EUROPE 


Commerzbank reveals Asian risk 


By Andrew Fisher 
in Frankfurt 

Commerzbank yesterday 
became the latest European 
bank to disclose the extent 
of its potential problems in 
Asia’s turbulent Tmancial 
markets by announcing 
nearly DMlbn (8547m) of 
provisions to cover "latent 
Asian risks”. 

But shareholders of the 
German bank will be paid an 
increased dividend from 
profits higher than those of 
1996. Operating profits after 
provisions rose 24 per cent to 
DM2.3bn, with net income 


up 12.5 per cent to DMl.33bn. 

Commerzbank, the subject 
of persistent takeover specu- 
lation. is lifting total loan 
loss provisions from 
DMl.6Sbn to DM2bo to take 
accoiut of risks in Asia, the 
wave of German bankrupt- 
cies and its cautious 
approach to loan valuations. 

This contrasts strongly 
with the statement in 
November's nine-months 
report that 1997 provisions 
would fall to about DMl.3bn. 

Last week. Deutsche Bank 
announced a surprise 
DM1.4bn of special provi- 
sions to cover risks in the 


problem countries of the 
Asian region - South Korea. 
Thailand. Malaysia and 
Indonesia - where its expo- 
sure is about DM9bn. 

Commerzbank said its 
operating profits before pro- 
visions were 26 per cent 
higher at DM3.dbn. 

Martin Kohltaaussea, 
chairman, said the bank bad 
benefited ttom lively loan 
demand and securities bush 
ness up to the autumn when 
the Asian crisis broke. Total 
assets rose 16 per cent to 
DBdal9bn. 

But while net interest and 
net commission income were 


higher, own-account earn- 
ings from financial trading 
were weak. 

The bank ^ve no details, 
but did not deny leaked fig- 
ures of an 82 p» cent drop 
in trading profits from 
DM4S0m to DMTdm. It is 
understood this reflected a 
misreadii^ of the bond mar- 
ket in the fourth quarter. 

Manfred Piontke, banking 
analyst at Bank Julius ESr. 
said Commerzbank’s Asian 
provisions were "substan- 
tial" but said it clearly 
wanted to show It was acting 
from strength by raising the 
dividend. 


It is also putting DM650m 
into revenue reserves, the 
same as the previous year. 

Sbardiolders will receive a 
dividead of DMl.50 a share 
agairist DM1.3S. Employees 
will receive a bonus of up to 
10 shares. 

Mr Piontke said it was not 
yet clear how much of Com- 
merzbank's profits reflected 
one-off factors such as the 
special distribution it 
received on its indirect stake 
In Heidelberger Dnxckmas- 
[>h4nftn, which "valrgg print- 
ing machines, when it 
floated 15 per cent of its 
shares on the sto<^ market 


Dasa flies back into profitability 

Daimler-Benz is proud of the sharp tumround at its aerospace division 


H ell hath no fury like 
an executive 
scorned. But Edzard 
Reuter has chosen the wrong 
time to hit back at Daimler- 
Benz. the German industrial 
group which unceremoni- 
ously ousted him as chair- 
man two years ago. 

In tell-^ memoiis to be 
published next week, the 
embittered industrialist 
lashes out at the company's 
present management, saying 
they were unfair to blame 
him for the group's huge 
losses in the early 1990s 
when be was still chief exec- 
utive. 

However, Daimler's board 
members are unlikely to be 
too troubled by the attack. 
Daimler-Benz Aerospace, 
once the chief source of the 
group's woes, has been res- 
urrected as one of corporate 
Germany's biggest success 
stories. Last month, Manfred 
Biscfaoff, Dasa chief execu- 
tive, proudly marked the 
aerospace division's turn- 
round when he announced 
buoyant revenues for 1997 
and a full order book. After 
yeaiz of cuts, tt is taking on 
new staff and is expected to 
show operating profits of 
more than DM400m ($219m) 
when it publishes fuJU fig- 
ures in the spring. 

"Dasa is back in good 
shape again," says RoUa 
Kautz. analyst at BHF Bank 
in Frankfurt. 

Big and brave chang es Ue 
behind Dasa's revived for- 
tunes. With wages about 
double those in the UK. Dasa 
had to boost productivity. As 
part of a progranune which 
shaved around DM2.5bn off 
the group's costs, jobs were 
cut. more efficient working 
practices introduced and 



Manfred Blschoff (left) reversed the strategy porsned onder Edzard Renter 


manufacturing plants were 
closed as Dasa sought to 
become competitive on 
world markets. The work- 
force shrank from 75,600 to 
43.500. 

As pan of the refocus Dasa 
also jettisoned Fokker, the 
Dutch aircraft manu&cturer 
which had become its big- 
gest liability. 

Dasa bought Fokker in 
1993, when Mr Renter was 
still chief executive. But the 
failings of the Dutch subsid- 
iary soon tau^t Dasa it was 
a mistake to try to have Its 
fingers in every pie. As pan 
of the reversal In policy, 
Dasa also sold Domier, its 
loss-making regional aircraft 
division, and sought part- 
ners for divisions in busi- 
nesses where It could not 
compete. Since that painful 
period. Mr Btschoff, a former 
economics professor, has 


emphasised that Dasa is now 
concentrating only on “core 
businesses". 

"Fokker was a major 
wakeup call for Dasa," says 
Chris Avery, aerospace ana- 
lyst at Paribas in London. 

But disposals have not 
been the only reason behind 
Dasa's tumround. The latest 
results showed the company 
has benefited from the stron- 
gerUS dollar and a recovery 
in demand for civil aircraft 

T wo years ago much of 
Dasa's plight was 
blamed on the then 
exceptional weakness of the 
dollar. Mr Bischolf set out to 
pare back costs so that the 
company would be competi- 
tive even at the relatively 
unfriendly exchange rate of 
DM1.35. He has achieved 
that aim but the dollar has 
also since strengthened, gh'- 


ing Dasa a crucial double 
boost 

But Dasa's health has also 
been buttressed by impor- 
tant political developments. 
The decision late last year 
by the govemments of Ger- 
many. the UK, Italy and 
Spain to go ahead wi^ pro- 
duction of EuroGghter, the 
European fighter aircraft, 
has given a usehil political 
shove in the direction of con- 
solidation for Europe's frag- 
mented defence Industry. As 
a company with a large 
stake in Eurofighter. Dasa 
will benefit 

"Our competitors is the 
US and Russia with their 
agents in Germany and 
Europe have done every- 
thing to discredit Euro- 
fighter. They see Eurofighter 
as a very dan^rous competi- 
tor," Mr Bischoff says. 

The company is also bene- 


fiting from wwitftTiHatiftn 
Bttxoipe’s dvil aircraft indus- 
try. The C^nnaxi group is 
one of the four c&ownets - 
along witii Aerospatiale of 
Prance, British Aerospace 
and Casa of Spain ** of Air- 
bus hidustrie. the dvil . air- 
craft manufacturer. 

Even tbou^ French politi- 
cal squabbles have slowed 
the process, the four part- 
ners gbfmid meet thdr tar- 
get of turning Airbus into an 
independent limited com- 
pany by next year. Airbus 
ba.Q already made significant 
progress against market 
leader Boeing, the US mann- 
bcturer, but further consoli- 
dation will bring effidendes 
necessary to take on its 
larger li^ more effectively. 

"We are now laundiiDg a 
broadside attai^ on Boeing’s 
aged monopoly," says Mr 
Bischoff. But despite the 
fitting words, there are 
clouds on Dasa's horizon. 

Mr Bischoff warns this 
]?ear would not provide the 
same "fireworks" as in 1997. 
with growth predicted to 
slow. Bitter competition 
between Aiibus and Boeing 
was driving down aircraft 
prices and there might be 
troubles linked to the Asian 
crisis, he says. 

Edzard Reuter is reported 
to have described bis succes- 
sors as "second-rate school- 
childien". Dasa's recent suc- 
cess siiggests that, if that is 
what they were they have 
since learnt some important 
lessons. But if a downturn in 
the hi^y cyclical aircraft 
market is just around the 
corner. Mr Reuter’s former 
colleagues may have tougher 
exams ahead. 

Graham Bowley 


Eramet shares jump 2.1% on nickel deal 


By David Owen in Paris 

Shares in Eramet rose strongly 
yesterday in the wake of a deal on 
nickel TTiiTiing rights which could see 
himdreds of millions of francs in 
compensation paid to the state- 
controlled French mining group by 
the end of rhis summer. 

The shares closed up FFfS. 10, or 
2.1 per cent, at FFi2S0.10 on heavy 
volume. This compared with a rise 
of just 0.48 per cent for tiie bench- 
mark CAC 40 index. 

Eramet has agreed to exchange its 


Koniambo nickel concession on the 
Pacific island of New Caledonia for 
the smaller Poum deposit held by 
SociSte Miniere du Sud Facifique 
(SMSP). 

In return, the French group is to 
receive yet-to-be-determined compen- 
sation. Yves Kamband. Eramet 
chairman, has indicated that the 
amount could be of tbe order of 
FFrlbn ($163.3m). 

Sophie L'H6Uu. a former adviser 
to some Eramet minority sharehold- 
ers. said it appeared that the agree- 
ment "takes into account sharehold- 


ers' concerns expressed very vividly 
at the last annual meeting. Who 
knows, maybe this cash - if it is 
ever given - will be redistributed to 
shareholders," she said. 

France's previous centre-ri^t gov- 
ernment plaimed to strip Eramet ctf 
the Koniambo conce^ion, but these 
plans were resisted by Mr Rambaud. 
The episode led last year to the 
approval at the company's Paris 
annual meeting of measures reinfor- 
cing its independence from its state- 
owned majority shareholder. 

The agreement, which comes with 


nickel prices at a low ebb. has 
broader political implications since 
it should pave file way for discus- 
sions on the fixture of the French 
overseas territory. 

Under agreements signed In 198K 
a referendum on independence is 
due to be held in New Caledonia this 
year unless a deal between the 
French government and local politi- 
cal parties can be reached. Tbe local 
Kanak Independence movement, 
which is close to SMSP. has made 
reaching a deal on Koniambo a pre- 
requisite to beginning political talks. 


RMBH 
eyes life 
assurance 
purchase 

By Victbr Mallst and Mark 
Ashurst in Johannesburg 

RMB Holdings, the South 
African financial services 
group, and its snbsidlary 
Homentum Life Assurers 
are believed to be negotia- 
ting to buy The Southem 
Life Association from the 
Anglo American group. 

Ihe move would lead to 
fixrtfaer oonsolidathHi amoug 
the country's life assurance 
bu^esses. 

Such a deal would also 
simplify Anglo American's 
complicated stakes In the 
Sonto African financial sec- 
tor. Five companies - 
BHBH, Momentum Life, 
Anglo American, Southern 
Ufe and First Natitmal Bank 
Holdings - have announced 
they are in preliminary 
talks abont "a potential 
merger of various fincmdal 
services interests of the 
Anglo American and RMBH 
groups”. 

Analysts believe a life 
assurance merger Is the 
most likely flrststage of any 
deaL Anglo American and 
First National together hold 
60 per cent of Soofiiem Life. 

However, the negotiatioDS 
could also affect the future 
of First National. The talks 
follow almost two years of 
market speculation about 
the future of the bank, one 
of the least competitive in 
South Africa's retail bank- 
ing sector. Revised capital 
stmctnres for the comp^es 
concerned in the RMBH dis- 
cussions - which would 
probably include unbundl- 
ing the cross-shareholdings 
be tw een First National and 
Southern life - could revive 
the Idea of selling the bank 
to a foreign shareholder. 

More than 70 foreign 
banits have opened rqniesen- 
tative offices in Johannes- 
burg since South Africa 
became a democracy In 
1994, but none has yet ven- 
tured into the retail market. 
This sector has traditionally 
been more profitable for the 
country's "big four” com- 
mercial banks than for the 
corporate marimt, . altbouife 
retaO maigins are shrinking 
as electronic banking and' 
other technical advanm 
fransfmn the industry. 

A simpfification of finan- 
cial holdings, and even a 
disposal of tbe bank, would 
also be in fine with Anglo 
American’s new s trategy of 
stmpUfyfng its labyrinthtne 
capital structure. It bas 
already decided to move its 
gold miniiig interests into a 
single company, An^iogold, 
which b due to be listed in 
Johannesburg in June. 

RMBH Bud Momentum 
Life, meanwhile, are 
thought to be attracted by 
the cost savings they could 
achieve if they took over 
Southern Life, which has 
been performing relatirsly 
poorly and has not benefited 
greafiy from the association 
with First National and Its 
numerous potential retail 
outleb for insurance prod- 
ucts. 



Business activify and provisional results for 1997 

The Board of Directors of Colas, chaired by Mr. Alain Dupont, met on January 29, 1 998 ki examine 
the Group's provisional business figures and results for 1997. 

CONSOUWCrB) KEY HGURES 


(k) maions Of French francs) 

1997 

(provisional figures) 

1996 

Consolidated turnover 

27.000 

19.354 

Net profit 

450 

408 

Net profit (group share) 

433 

400 

Funds generated by operations 

1.363 

1,053 


TUIWOVBI ON THE RISE (469K) (MNIOWIB) T0 1966 

ConsoHdated turnover amounted to 27.0 billion French francs, compared to 19.4 billion in 1996, 
wtth 16.7 billion tor mainland Fraice and 10.3 for the international sector, including French 
overseas departments and territories. 

This upswing has been brought about by several driving factors ; 

• Scregb business activity has been taken into account for the first time since its acquisition 
was finalised at the end of 1996. 

• The road industry In France is enjoying a slight rise t-i-3%) 

• intemational contract s , mainly in North America and Europe, are on the increase. 

Based on comparable exchange rates and scope of business activtties, turnover Is up by 8%. 

Butiness in Europe - not induding France - accounts tor 39%, North America for 36%, with 24% 
for Africa, the Indian Ocean and French overseas departments and terntories. and i% tor Asia 
alone, some 0.4% of the Group's turnover. 

PROVBIOIIAL NET PROFIT : 4S0 IIHUJON FRENCai FRANCS 

Colas has recorded a provrsional net profit of 450 million French francs. The Group's share 
amounts to 433 mHIkxi, after 23 million in additional charges resulting from the French 
government's hike In 1997 corporate tax rates, compared to 4W million in 1996. 

Cdas’ Board of Diiactors wiil finalise the definitive statements tor 1997 during rts meeting 
scheduled for March 26, 1998. 

OinUnK FOR 1996 

Business perspsctfyss to the French road industry could be comparable to 1997. On the 
Intemational market, the outlook is relatively favourable tor a number of countries where Colas 
opstates. 

There are several or^ng projeds fdr external expansion, mainly in Norfii America, which could 
lead to new ttquisitions in the first quarter of 1998. 


EGYPTIAN FERTILIZER COMPANY (S A.E.) 

The Egyptian Fertilizer Company announces that its 
capital has been iiilly subscribed. This company, a 
shareholding competny, is the first offspring of the new 
Investment Law passed by the Egyptian government 
last August and comes after the government settled the 
gas pricing policy in fatrour of encouraging investments. 

The remaining contractual agreements will soon be 
finalized with Internationally renowned Krupp Uhde, 
upon which a huge fertilizer complex is to be built, for 
the production of Ammonia/Urea with a capacity of 
1925 Tons/day. 

Total Authorized Capital is 265 mn USD. 

Paid in capital is 118 mil USD covered by the 
following Egyptian & Arab investors: 


Investor 

OrasGom for Investrnent & Development 
Apicorp Arab Petroleum Investment Corp. 

El Shoubkshy Development & IVadtaig Co. 
National Investment Bank 
Banque Misr 
Misr Insurance Co. 

Bank of Alexandria 
Misr International Bank 
Raouf Ghabbour 
Kato for Investment 

First Arabian Development & Investment Co. 
Other 

TOTAL 


Nationality 

^lyptian 

Saudi 

Saudi 

Egyptian 

Egyptian 

j^ypdan 

Egyptian 

Egyptian 

Egyptian 

Egypt^ 

Egyptian 


Percent 

IS 

10 

10 

10 

10 

10 

•5 

5 

• 5 ••• 

5 

4 

U 

100 


% 




EUROPEAN NEWS DIGEST 


Lacklustre debut 
for Gold Fields 

Gold Fields, the new South African company brfoging 
togetiier the gold mining interests of Gencor and Gold 
Fields of South Africa, made a lacklustre debut on the 
Johannesburg Stodt Excdiange yesterday, with only ID.1XXI 
shares traded. They closed at R33, gti.ing the company a 
market capitalisation of R7A4bn (®L6bn). 

The merger was arranged before the latest fan in the 
gold price, anri thepartners had originaliy hoped for the 
shares to be launched at about R50 to create a R12bn ci^ 
pahy. However, yesterday's discount to net asset value of 
24 per was in with analysts’ expectations. 

South African conglomerates are seeking to simpli^ 
their corporate str u ct u res to improve investment ratings 
and compete more effectively in intemational ma rk ets. 
An^o American, the worid's biggest gold producer, also 
plans to consolidate its gold interests into a single com- 
pany, Ansdogold, by July. Victor Moilet, Jofttxnnesburv 

■ INSURANCE 


Ergo eyes European expansion 

Ergo, the insurance company created from the merger 
Munich Reinsurance’s direct insurance holdii^. expects 
a farther rise in profits this year and Is looking at posri- 
ble- expansion in Europe, Et^ar Jannott, chairman, said. 
Eigo was parUcdlarly interested in prospects in eastern 
Europe. Jannott said that jn Germany, where Ergo is 
the biggag* direct insurer after Allianz, it aimed to grow 
from its own resources by attracting more customers. But 
as only the seventh biggest insurer in Europe, there was 
dearly more scope fbr expansion outside Germany. 

Ergo gave no net profit figures for last year, but Mr Jan- 
nott canfirmed analysts' estimates that they would be 
around DMSOOm. This compares wt^ 1996 profits of 
DM433m in tbe pro forma merger statement. Eigo was 
created throu^ the amalgamation of Victoria insurance, 
the Hamborg-Mannheiiner groiQi, DAS (legal insoraocej 
awrt DEV (health insurance). It afnut to achieve cost 
savings of about DMlSOm annually from the merger after 
two yeus. 

Yesterday was the first day of trading in the new Ergo 
abaf as, which began at DM220 and closed at DM23S.90. 
Muni^ Re owns 54 par cent of the. company and Allianz 
lOperttnt. Andrew Fisher, Fran/^iert 

m ISRAEL 


Hapoalim sell-off approved 

Israd's parliamentary finance committee yesterday 
approved the sale of a 4 per cent stake in Bank Hapoalim. 
the country's biggest, to the bank's 9,700 employees this 
month. Workers will be offered ^e shares at a 25 per cent 
discount An additional 2-4 per cent of tbe bank's equity 
will be sold in a domestic public offering in February, 
lowering the state's stake to about 25 per cent. 

Meir Jacobson, director of M. L Holdings, the state com- 
pany charged with privatlsiDg banks, said up to 45 per 
cent of United Mizrahi Bank, tbe fourth larg^ with net 
profits of ShklSim ^S0.3m) for the first three quarters of 
1997. was next in line. The issue is scheduled for May and 
will target European investors. The government is also 
seeking a buyer for a controlling stake in Bank Leumi. 
the country's second largest In 1997. the government 
raised about SbkTbn from sefling bank stakes. This 
included an (Bering of 15 per cent of Leumi which tar- 
geted European Investors and tbe sale of a per cent 
controlling stake in Hapoalim to an investor consortium 
heeded by US-Israeli biUonaire TOd Arison. 

Avi ModhJis, Jerusalem 

CELLULAR PHONES 


Portuguese rivals see strong rises 

Portugal's rival cellular phone operators yesterday 
reported strong increases in net profit for 1997. TeleceL 
controlled by AirToudi, a US telecommunications group, 
lifted earnings 82.2 per emit from Es7.3bn in 1996 to. 
Esl3.3bn ($71^m). This (compared with a 58 per <*cnt 
increase to Esll.2bn forTelecomunicapdes Mdveis Nacaon- 
ais, part of tbe Portugal Thlecnm group. But TMN claimed 
a slightly bigger market share, with 761,706 subscribers, 
compared with Telecel's 745,2^ 

Strong peformance by cheaper, pre-paid packages tai> 
geted at tbe consumer maricet belp^ lift Telecel’s profits 
to tbe top end of analysts’ forecasts. FamiTjgp share' 
were up from Es339 to £s618. TMN is not lusted on the 
stodr market Telecel increased its total number of climits 
In 1997 by 124.9 per cent TMN’s growth rate was 129 per 
cent. But average monthly income per client fell 29.2 per 
cent to Esl2,194 for Teleo^ as a result of lower tariffs and 
an increase in non-business subscribers to about half tile 

total. ThlN's average monthly revenue per clien t fell 16 
per cent to Esl0,400. 

Antonio Carrapatoso, Telecel rhatrmBn yesterday fore- 
cast tbe company would have close to Im c li ents by the 
end of the year, with average monthly revenue faninp to 
about Esl0,000. A third operator, an aHianffe of private- 
sector and state-controlled companies that iTM-ind e s 
France Telecom, is due to start up tins year. 

Peter Wise, Lisbon 

■ TELECOMMUNICATIONS 

Czech group back in the black 

SPT Telecom, the Czech fixed^ine monopoly, yesterday 
announced a return to profit last year after a Kc8.7ba 
($246m) one-off restructuring char^ in 1996 pushed it 
Kc4^ into the red. SPT. which Is 51 per cent state- 
owned but the most actively traded company on the 
Prague Stock Exchange, benefited from test growing 
nues ^ it continued Its huge investment programme into 
new lines. 

The company reported Kc6bn unaudited nk income on' 
PMue up M per cent to Kc39 Jbn. Costs rose I8.5 per 
c^t to Ifo2i.7b(a, while staffing was cut by 3,350 under the 
continuing restructuring progtamme. to 22,938. Telsouree. 
the constytium shared by KPN. the Dutch 'Klecom com^ 

and SwlssITT, wm a 27 per cent state in SPT in 

I995i The consortium promised to expawH the netwoi4c ito 
4^ toes by the end of 2000. whe^ fix^-SS^^^ 
olywiUend. BobertAnderson!^ie_^ 

■ SPORTS GOODS 


Puma sales jump 12% 

Pum^ the German sports eqjiipment and apparel group 

cent 

DMHto^299m). However, tt warned yest^tiay that 
gro^^^ and next would be slowed by the Asian 
planned product and marketing 
offenstve and the nse m costs this will Pum^ 

ejects a fell in licensing revenues." it said. Pre-tax prof 
last year rose 13 per cent to more DMTSm. All nrod- 

uct^roups contributed to the growth anSfo^e^ 

^i^Egtes were more tlM 20 per cent hi^ than a 

AFX. Herzogentittrac/ 

FRANCE 


Schneider n^es new chainVig 

HmriU chniann . 59. chainnan of Sttafor PaconL tt 

ereupinJanirnyim 
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COMPANIES AND FINANCE: EUROPE 


bank may be sold 


By Robwt Anderson 
inBratfsIava 

The Matlcinsa Rg«if is 
seeking to save Investicna a 
Rozvojova Banka (IRBk 13ie 

COtUtry’s third-largeet • hanlr 

which collapsed Into admin- 
istration in December,. 'by 
selling it to Slovenska Pois- 
tovna. the state-owned mstir- 
ance company. 

Hie bank, which be 
sold for a nominal snm of 
Ski, Incurred a loss of 
Skl.lSbn ($32.6m)' in the first 
three quarters of 1997. 

IRB’s capital adequacy 


ratio at the end of September 
1S97 was 157 pv^cenl - com- 
pared with the 8 per cent 
advised by .'the Bank for 
International Settlements 
and its owners have been 
unable to finther capK 
.tal or attract a strategic 
investor. 

- -The rescue plan is a severe 
setback for VSZ. the Slovak 
steelmaker and tiie eoauti7*s 
largest industrial ; group, 
which in 1996 bought : a 
direct stake of. Just under 
15 per cent and indirectly 
controls a further 25 per 
cent. 


The investment was a key 
part of VSZ’s strategy to 
diversify outside the ^eel 
Industry. VSZ also owns a 20 
per cent stake in Poistovna. 

Vladimir Masar, the 
national bank governor, said 
the bank's Sklbn share 
equity - in which, the state 
Natitmal Property IHind also 
has a 35 per cent stake - 
could in effect be written off. 
He said IRB's capital would 
be reduced by the extent of 
the bank’s losses. 

The proposed deal would 
he a compromise between 
the need to inject capital 


Into the bank and the go%'- 
ernment's wish to limit 
growing foreign control of 
the banking sectm*. 

Slovenska Poistovna 
would inject SkSQOm to bring 
fRB up to the legal mini- 
mum liquidit>',.and a foreign 
strategic partner - believed 
to be a European bank - 
would then raise the capital 
to more than Sk2bn. 

The exact share division 
between the insurer and the 
foreign partner is still being 
negotiate, but if Poistovna 
concedes majority control, 
IRB would be the first big 


stnte-ot\-ned ban.k to be sold 
to foreign investors. 

Tihor Kasiak, head of 
banking supervision, said 
the national bank itself had 
not received any official 
offers from abroad, but 
admitted that Slovak inves- 
tors had "no possibUity” of 
recapitalising IRB. 

IRB became the first Slo- 
vak bank to be brought 
doun by a liquidity crisis- 
The final straw was when 
the !99S government budget 
failed to compensate it for 
low-interest bousing loans 
made under communism. 


Dollar 
strength 
limits 
growth at 
Autoliv 

By Tun Biirt in Stockholm 


Antoliv, the Swedish-US 
antomotive components 
sroup, yesterday s^d its 
fUH-year. profits werb'held 
back by currency transla- 
tions and price conxpetitton 
among aiihag and seat-belt 
mannfactiirms. 

The company - which 
merged last year with Mor- 
ton International of the US 
to create one of the world's 
laigest airbag and belt 
suppliers - blamed the 
strong US dollar and 
double-digit price cate for 
its slower-than-expected 
growth. 

Pre-tax profits last year 
rose modestly, from $300.an 
to $317.5m, 00 sales ahead 2 
per cent at $3.27biL. 

Gunnm Bark, chief execo- 
Qve, said pn^ts and sales 
would have been ahont 6 per 
emit hi^dier bad it not been 
for the twin impact dt cur- 
rency Tolatilfty and price 
cuts. 

'‘Price competition has 
been intense and we will 
have to redesign compo- 
nents and reduce costs to 
mintmise farther negative 
pressures,” he ^d. 

Mr Gunnar. wajived that 
Antoliv would be.ask^ its. 
suppliers to absorb some of 
tbe price cuts demanded 
ear manufacturers,' and that 
it would considv. taking 
over sappheES that to 
deliver l^er costs. . 

“When suppliers cannot 
meet our wishes, .we :Win 
have to do more ooisdives 
through vertical integration 
- even if the rest of the 
industry is moving m the 
opposite directioia,” he said. 

Last year. Autoliv 
acquired Marling bidnstries, 
the UK seat-belt webbing 
manofactorer, for £31m 
(S50.7m> as of that pro- 
cess. 

The chief executive con- 
firmed the groap was seek- 
ing savings of about glOOm 
a year fiom the Morton 
merger, achieved mainly 
through its previously 
announced restructuring 
charge of 999m. 

Mr Gunnar. was speakirg 
after Autoliv - reported, (mcr- 
ating profits up from 
S34S.6m to $356m in the 
year to December 31. 

Intensifying competition 
forced the company to cut 
airbag prices by 11 pm* cent 
in the year, althongii seat- 
belt prices saw smaller 
deflbtesr That helped reduce 
operating margms from lOB. 
per cent to'10-6 per cent in 
the fourth quarter. 

Operating profits in the 
last three months of the 
year were nnehanff**** at 
$90.8m in spite of higher 
sales of S856.Sm. compared 
with S83Sm. 

Earaings per share were 
flat at 45 cents for the final 
quarter, hut they rose-from 
S1.69 to $1.81 tv tbe year. 

In Stockholm, shares In 
Autoliv yesterday fell 
SKr2,50 to SKr275, against a 
12-montb high of SKr846.so. 
• A8G, the Swedish trans- 
port and logistics group, 
vesterday announced ^ a 
share redemption 
following the disposal last 
year of Frigoscandia, its 
largest division, for 
SKr3.ltm <$3S2m). 

The company, which sold 
the cold stor£«e bu^ess to 
Security Capita! Industrie 
Trust of the US, said it 
would redeem both A and B 
shares on a l-for4 basis. By 
selling Frigoscandia, ASG 
has \rfped out its n et de bt 
and built up cash reserves of 
SKrl-Sbn. 

ASG also said it would 
lake a SEiSgm charge 
against fourth-quarter prof- 
its to cover the closure, of 
regional offices, in Sweden 
and Denmark and . the 
restructuring of Its Rnman 
operatimas. . • • • 

llie move Is expected to 
ggnerale annual sayings of 


Roche in Iceland research 


By CHvb Cboksort, - ' 

Seienca EcBtor 

Roche, the Swiss 
pharmaceutical group, yes- 
terday announced a researdx 
agreement that could brl^ 
Decode Genetics, Iceland's 
first biotechnology company, 
^OOm over five years. 

Decode and Roche said 
the deal was the largest so 
far in the test growing field 
of human genomks: discov- 
ering how genes work 
together, to cause disease. 

The two companies aim to 
discover the genes involved 
in 12 common di^ases - 
four cardiovascular (heart 
and circulation), four psydii- 


atric and neuroIc^Eical, and 
four metabolic diseases. 

Kari ' StefanssoD, DeCode 
president, said schizophrenia 
and adult-onset diabetes 
would be priority 
.targets. 

The agreement includes a 
small equity investment by 
Roche in DeCode, research 
funding and milestone pay- 
ments as the projects pro- 
ceed over five years. 

DeCode's main selling 
point is the genetic 
hcanogeneity of the Icelandic 
population, whose gec^raph- 
ical isolation has left tbe 
gene pool little changed 
since the original Viking 
settlers, airived more than 


1,000 years ago. For 
technical reasons, this 
makes it much easier to 
follow the inheritance of 
genes in Iceland than in 
countries with more 
heterogeneous populations. 

Other advantages for 
DeCode, as a gene hunting 
company, include Iceland's 
detailed genealogical and 
health records going back 
several generations, its 
highly educated poptilation 
and an excellent healthcare 
S3’stem that helps research- 
ers to track the progression 
of disease. 

“DeCode's access to this 
unique source of genetic 
information is a huge oppor- 
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Skoda overtakes Fiat 
in eastern Europe 

yw investment has helped the Czech carmaker 
become biggest producer in the region 


S koda, the Czech subsid- 
iary of Volkswagen of 
Germany, has over- 
taken the Polish <gierations 
of Fiat of Italy to become the 
leading cv producer in cen- 
tral Europe. 

Output increased by 35B 
per .cent to 357.405 units last 
year, exceeding for the first 
time the 329,000 cars pro- 
duced by Fiat Auto E^oland. 

Skoda is expected to . 
stretch this lead with plans 
to increase production to 
more than 400,000 cars this 
year and to more than 
500,000 in 2000, helped by tbe 
launch of new products. 

It is a level and diversity 
of output never. achieved in 
the' communist era, when 
Skoda cars were assembled 
in part by prison labour. 

The company is being radi- 
cally restruct.tured, as its 
products gradually absorb 
VW technology and new 
manutecturing tecilities are 
built at its Mlada Boleslav 
plant north of Prague. 

A third range of larger 

Skoda cars, aimed at taking 

tbe. company farther 
upmwki^ is un^ dev^p- 

meat for launch in 2001/2002. 

It will be based on the 
Volkswagen group’s 
s«>ca2ted B chassis platfonn, 
which already supports the 
Audi A4 and the VW Passat 
executive cars. 

Skoda is also expected to 
replace its best-sdling Feli- 
cia small car in late 1999 
with a new model based on a 
common chassis platfonn 
with the VW polo. 

Growth last year was 
driven by the introduction .of 
its second range, the Octavia 
family , car launched in 1996. 

Octavia production, sup- 
ported by strong demand in 
export markets, is set to dou- 
ble this year to around 
120,000 and an estate car ve^ 
Sion is to be added In the 
sprii«. 

The assimilation of the 
core of tbe old Czech car 
Industry Into the VW group 
has been scarred by periodic 
friction between the hard- 
nosed regime of Ferdinand 
Pifich, VW chief executive, 
and the Czech government, 
which retains a 30 per cent 
stake. , . 

But desjnte occasional mis- 
givings In Prague about 
pariding cou&t>l to Germany 
of one of Its biggest indus- 

tf-ioc QIrnda .'Tiaa_MnAKPAd — 


under VW management as a 
key element in tbe Czech 
economy's transformatiou. 

Several of the leading 
Czech industrial groups still 
under domestic control con- 
tinue to falter imder heavy 
debt burdens and half- 
hearted restructuring. 

But Skoda Auto - under 
VW control since 1991 - has 
become the Czech Republic's 
biggest company by turn- 
over and its blgg^ exporter. 

It has . also become the 
magnet for attracting a large 
number of western automo- 
tive components suppliers to 
invest in the Czech Republic 
and develop a flourishing 
components sector. 

Skoda production has been 
increasing, by between 20 
and- 35 p^ cent. a year for 
each of the past three years. 
anrt the company bas moved 
strongly Into profit, as it 
starts to reap tbe benefits of 
growing investment in new 
products and in expanded 
production capacity. 

Net -profits, to be 
aimounced in March, are 
expected to exceed Kc2bn 
f$56.66!m) on a turnover . of 
more than R£85bh compared 
with KC163m achieved on 
ssdes of Ec59bn in 1996; 
when Skoda ended several 
years of losses. 

S koda Auto, which is 
selling its products in 
70 markets worldwide, 
is leading the VW group’s 
push into east European car 
markets, biit it has also 
become a standani bearer for 
Czech foreign trade, as tbe 
country strug^ to reduce 
a still yawning deficit in the 
current account of tbe bal- 
ance of payments. 

Skoda sales rose 29 per 
cent last year to 336.334 
units, with more than 70 per 
cent exported, most import 
tantly to Germany (30.097), 
Slovakia (28,723), Poland 
(27,881), Italy (23,336) and the 
UK (18,639). 

Sales in centra] and east 
Europe (including the Czech 
Republic) rose 24 per cent to 
168B44 units last year, while 
sales in west Eurt^ climbed 
39 per cent to 125,338. 

Domestic sales could 
we^en this year from the 
1(M,459 achieved in 1997, 
with the Czech economy 
under pressure, but the 
devaluation of tbe Czech 
.imnenev'. is. hplttine Sknda's . 


competitiveness in export 
markets. 

Residual suspicions in 
Prague about the motives of 
VW’s top management in 
Wolfsburg were fanned 
again last month by the Ger- 
man carmaker’s move to 
take a special dividend out 
of Skoda by lowering its 
basic equity capital by 
DMSQOm ($273.5m) on the 
grounds that tbe company 
was overcapitalised. 

Criticism was softened, 
however, by the fact 30 per 
cent of the special dividend 
- reflecting tbe size of the 
remaining Czech state share- 
holding - is going into Czech 
government coffers, and the 
government has also 
received assurances about 
VW's commitment to further 
expansion of Skoda 
■ operations. 

Around DM2.1bn was 
invested between 1991 and 
1997, and a further DM2.4bn 
is planned from 1^ until 
the end of 2002. Work has 
already begim on tbe con- 
struction of a new metal 
stamping planL 

VW is also seeking to 
expand tbe assembly 
operations of its Czech sub- 
sidiary to other countries 
with feasibility studies and 
negotiations under way for 
possible projects in Russia. 
India. E^:;pt and Bosnia, the 
last one using the old V'W 
plant in Sarajevo. 

In Poland, where sales 
jumped by 76 per cent last 
year to 27,881. Skoda is pre- 
paring to upgrade produc- 
tion at tbe VW plant in Poz- 
nan to full CKD (completely 
knocked-down) kit assembly 
over the next two years. 

At Mlada Boleslav Skoda 
is working at close to full 
capacity with three-shift 
working in many operations 
and negotiations with the 
unions under way on a 
repeat of last year's heavy 
schedule of extra Saturday 
shifts. 

The workforce has grown 
from 18.000 to around 20.000 
in the past year to cope nith 
the jump in production, but 
with a tight local labour 
market %oda is having to 
import a growing part of its 
workforce and is currently 
employing around 3,600 for- 
eign workers, chiefly from 
Poland. 

Kevin Done 


tunity to shed new light on 
the causes of common dis- 
eases and to Dnd truly effec- 
tive ways to diagnose, pre- 
vent and treat disease." said 
Jonathan Knowles, Roche 
head of pharmaceutical 
research. 

David Oddsson. Iceland's 
prime minister, said: “I new 
this agreement as a huge 
step towards securing an 
important role in the Icelan- 
dic economy for high tech- 
nolctgy industries.” 

DeCode was founded last 
year with Sl2m funding irom 
venture capitalists in Europe 
and North America, thoi^b 
Icelanders hold a majority' 
stake in tbe company. 



Wiinsche eyes loop 


WuDsche. tbe German group 
with interests from properry 
to foodstuffs, confirmed yes- 
terday that it was in negotia- 
tions to buy 3 controlling 
stake in Joop. the fashion 
and perfume company, 
writes Frederick Studemann 
in Berlin. 

However, it denied reports 
that a deal had already been 
signed. 

WQnsche. which is based 
in Hamburg, has been 
looking for acquisitions in 
the fashion and textiles 
sector since Peter Lirtmann. 
former head of the Boss 


clothing company, took over 
as chief executive last year. 

Mr Littmann, whose 
arrival at Wunsche 
prompted a rise in the 
company's share pnee. has 
been seeking to give tbe 
group a clearer and more 
high-profile identity by 
establishing a presence in 
the fashion business. 

Talks about .loop have 
been taking place witli tbe 
fashion company's two main 
shareholders - the designer 
Wolfgang Joop (pictured 
above), who owns 40 per cent 
of the shares, and the com- 


pany's managing director. 
Herbert Frommen. who has 
a 50 per cent stake. 

Mr Joop and Mr Frommen 
ha'oe toyed with the idea of 
selling their stakes, partly 
becau.se of reported differ- 
euces between the two. 

Id recent years Joop. 
which derives about one- 
third of its turnover from 
scents and which had sales 
of around DMSOOm (S273.5m) 
m 1997. has successfully 
establisbed a presence in the 
North American market 
with its designer clothes and 
jeans. 
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Diageo reorganises board structure 


By John Willman 

Diageo has responded to 
criticism of its board struc- 
ture with a shake-up which 
will reduce the number of 
executive directors and bol- 
ster the non-executives with 
up to three new appoint- 
ments. 

The food and drinks group, 
formed in December by the 
merger of Guinness and 
Grand Metropolitan, has 
been criticised for the domi- 


nation of the 15-member 
board by 10 executive direc- 
tors. These include two 
drinks chiefs and two 
human resources specialists. 

Finn Johusson, the Swed- 
ish deputy chief executive of 
Diageo's drinks subsidiary, 
will leave the groi^ at the 
end of February with com- 
pensation of £800,000 - 
barely three years after join- 
ing Guinness from Etiroc, 
Sweden's latest building 
products group. 


David Tagg, group services 
director, will take early 
retirement on July 31 after 
18 years with Grand Metro- 
politan. the compwy which 
merged with Guinness to 
form Diageo. 

At the same time. Sir 
George Bull, joint ehair man 
and former chairman of 
Grand Metropolitan, will 
retire and become a non-ex- 
ecutive director. 

The non-executive direc- 
tors will be bolstered by the 


proposed appointment of 
Robert Wilson, chairman of 
Rio Tlnto, the world’s largest 
mining group formed last 
year by the mefger of R1Z 
and CElA of Australia. A fur- 
ther non-executive appoint- 
ment will be made ’’In due 
course." 

The departure in May of 
Brendan O'Neill, chief execu- 
tive of Guinness Brewing, to 
join Imperial Chemical 
Industries, will reduce the 
number of executive direc- 


tors to six. There will be 
eight non-executiyes once 
the forthcoming appoint- 
ment has been made. 

‘'The board stmcture as 
originally conceived was the 
one to get us through the 
merger,” said Tuny Greener, 
joint chaitman. “Now we're 
looking for the right struc- 
ture to drive Diageo for- 
ward." 

The announcement satis- 
fied one institutional inves- 
tor which bad been critical 


of the Diageo board struc- 
ture. “The old board was far 
ton overweight in execu- 
tives,” he said. Tt will he- 
much more manageable by 
file end of the year.” 

But another critic 
Diageo had yet to give any 
slgD^ on the appoiotment 
of a non-executive deputy 
chaiiinan to counterbahmce 
the executi ve chairman - as 
recommended by the Ham- 
pel T^ort on corporate gov- 
onance published last week. 


Barclays’ loss from BZW exit rises to £688m 


By George Graham 

Barclays ran up trading losses of 
£219m tS366mj last year In the equi- 
ties and advisory businesses it sold 
to Credit Suisse First Boston and 
ABN Amro, fu higher than most 
analysts had eiqiected. 

The trading losses come on top of 
a net loss of £340m ftom restructur- 
ing costs and the discount on net 
asset value paid by CSFB. and of a 


£129m change for goodwill previ- 
ously written off against reserves. 

The cost to Barclays of im exit 
from the BZW equities investment 
banking business has risen to 
£688m - a painful price for a unit 
that generated only £400m of rev- 
enues a year, and lost film in 1996. 

Ihe tradinjg losses are lower and 
the restructuring provisions higher 
than those announced by National 
Westminster Bank, Barclays’ clos- 


est UR rival, on the gtwiiiar dis- 
posal of its equities businesses. 

Brokers said that by getting file 
bad news out of the way. Barclays 
had ensured that its ftill-year 
results, due in two weeks, would 
not be overehadowed by B^. 

Martin Taylor, Barclays chief 
executive, said the bank had 
decided on the disposal because it 
made no commercial sense to con- 
tinue investing in those parts of 


the Investment banking business; 
“This dedrion has been reinforeed 
by subsequent market develop- 
ments. Although the process of 
withdrawal has not been easy, it 
has been achieved without lettihg 
our clients down.” 

Barclays said the trading perfor- 
mance of the equities and advisory 
divisions had been affected ^ diffi- 
cult market conditions, as well as 
the uncertainty over their future. 


In addition, the bank bad to offer 
lock-in payments to keqp key staff 
in the busi ness before it was trans- 
feired to CSFB. 

The results include a £20m loss 
on equity der ivativ es announced in 
last year's iwtarima foam changes 
in the taxatitm of UE dividEids. 
Bardays reccwded further losses in 
this business segment which ana^-. 
lysts estimated would , amount to 
an adcfitional Elfen. 


Nomura may sell Peabody 


Nomura International, 
wfiich is considering a bid 
for the Energy Group, is 
believed to be in discussions 
over the possible sale of Pea- 
body, Eneigy’s US coal com- 
pany, to Lehman M«uhant, 
writes Viiginia Marsh. 

It is thought that Nomura 
is in a three-way contest for 
Energy Group - which also 
owns Eastern Electricity in 
the UK - with Texas Utili- 
ties and PacifiCorp, the Ore- 
gon-based electricity group. 


Texas Utilities is also 
tbooght to have had discus- 
sions on the sale of Peabody 
with Lehman Merchant the 
private equity arm of Leh- 
man Brothers, the US 
investment bank. 

The battle has developed 
following PacifiCorp’s origi- 
nal £3.6Sbn (S5.9bn) agreed 
offer lapsed after it was 
referred to regulators. Pad- 
fiCorp is ^Epected to make a 
new bid soon. 

Nomura International, the 


European arm of the Japa- 
nese investment bank, con- 
firmed yesterday it planned 
to break-np Energy Group if 
it sncceeded in its bid for 
the Anglo-American ntillty. 

Peabody was pnt tc^fiier 
with Eastern Group - the 
UK integrated electricity 
and gas producer and sup- 
plier - to form the Energy 
Group just a year ago. It 
was subsequently spnn-off 
from Hanson to complete 
the former conglomerate’s 


demerger last February. 

Nomura - whose possible 
bid is being run by its Lon- 
don-based principal finance 
group - also tried to quell 
speenlation that its offer 
saw a high debt level for 
Eastern’s regnlated units. 

Guy Hands, who heads 
Nonnira’s prizicipal finance 
group, said: “We rect^nise 
that any offer that resulted 
in recessive gearing would 
be unlikely to clear the ne& 
essary regulatory hurdles.” 


Predators stalk Energy Group 


The utility’s future is being 
planned, writes Virginia Marsh 


Energy Group 


htarteat capit^isstibn ance flotation (Ebn) 
«k0. 


J ust a year after Its birth. 
Energy Group is beii^ 
stalked by predators 
plotting its demise. 

Both Nomura and Texas 
UtiJitics - two late entrants 
to a contest that PacifiCorp 
had looked to have in the 
bag - appear to be planning 
to break up the grrap. 

In a sense, this is no sur- 
prise. As even some of its 
executives admitted at the 
time, the driving force 
behind Energy Group's for- 
mation was not industrial 
logic but the need for a suit- 
able structure through 
which Hanson could spin-off 
its energy interests. 

Thus. Peabody, the large 
US coal company that the 
UK conglomerate had 
acquired for £1.2bn ($L9bn) 
in 1990, was luaq>ed together 
with Eastern Group, which 
it had bought for £2.5bn in 
1995. 

For Texas, the sixtb larg- 
est US utility, its interest in 
the group is In owning East- 
ern as it expands Its over- 
seas power businesses. 

Outside its main domestic 
utility, which covers S.9m 
people, Texas' main interests 
are in Australia where it 
bought Eastern Energy in 
1995, but subsequently lost 
out to the UK's PowerGen in 


the blddii^ for the AS2.-4bn 
($L7bn) Yalloum power sta- 
tion. But, separating Pea- 
body from the UE business 
could also help Texas side- 
step the regulatory obstacles 
that have held up rival US 
utility PaciBCkwp. The Ore- 
gon-based group, which is 
interested in k^piog Energy 
&oup together, is still the 
market's front-runner. 

Its original £3.65bn bid 
Isqised after being referred to 
regulators. It has now 
obtained clearance in the 
UK; but it is thought it may 
have to agree^to dispose of 
some of Its cc^ interests to 
gain approval in the US. 

As Texas has coal inter- 
ests too. it might also face 
an enquiry if it tried to buy 
Peabody. Without the coal 
company, it hopes it will not 
need regulatory approv^ on 
either side of the Atlantic. If 
PacifiCorp has been cleared 
in the UK, any bid it Tnafcp«s 
should not need to be 
referred, it argues. 

The logic behind the bid 
Nomura is mulling has yet 
to be revealed. It said yester- 
day that if its bid succeeded 
it would split the group into 
two businesses and keep on 
their management te ams 
with a view to listing 
the companies in their 



Soui^.qij M gwtwflCtf'’ .. 

respective countries. 

Like Texas, however, it is 
also thought to be in talks 
with Tj»hman Merchant on 
the venture capital unit tak- 
ing over Peabody. 

It also said it would ensure 
the investment grade rating 
of Energy Group's regulated 
UK electricity business 
would not be threatened by 
excessive gearing. This is 
seen as important in secur- 
ing regulatory approval for 
an offer from the Japanese 
bank, although analysts still 
believe that a bid firom a 
financial investor like 
Nomura would be re f erred to 
the UK Monopolies and 


Celexa 


Announcing the launch of a new £^.6 billion pan-European 
Real Estate Investment Management Group. 


The result erf a restructuring of the investment management efivisior of the 
Swedsh pension fund Forsakrrigsbolaget SPP, omsesidgt (SPP). CELEXA is a new. 
^dependent business with offices throughout Northern Euope. In the UK, CELEXA is already 
In the Top Ten of mdependem Fund Managers, with a £480 nHhon portfolio. 
C^LEXA^ highly differentiated, analytical, research-led approach to Investment management ta 
expected to generate a UK portfolio worth at least £1 blBon by 2002. 

Apart from separate account management the company^ areas of proven expertise include; 
forecasting and portfolio advice, stock selectaon, transaction implementation, 
asset management, spedelst and niche funds. 

It you represent a European or US fund constderlng an investment in UK Real Estate, 
please can Philip Ingman. CELEXA Managing Director, on (0) 1 71 590 3700. 


Celexa 

Real Estate Ini'cstment 
Management Ltd 


Swedtt 

BoKim 

S-inj Scockholm 
Tde^ione -H46) H 412 ttOM 
FKsimile+r46)B4i:ftnoi 


LiiBKd Kinpk>ni 
24i Kitt^rsbnjge 
L«ndonSW7 tpN 
Telrphonu +44 ( 0 ] ]71 590 3701.1 
faramile +44 ( 01 171 540 3803 


Netbcriindt 
CDncen^bouMr-pIein I] 
Anucerdom. imi LL 
Telephme +(3U 30 5 77? 664 
Facumile +(3l}2l> t> 717 474 
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Meigen Commission. 

Yesterday’s statement has 
also left analysts wondering 
where the value is in the 
deal for Nomura. “There was 
a dear case for splitting up 
the gr^ before PacifiCorp 
came in a year ago," one 
analyst said. ‘TTiere was a 
lot of scepticism about the 
group and it was underval- 
ued because investors, at 
least in the UK. didn't under- 
stand or like Peabody. 

“But, with the recent rise 
in the shar e price, the group 
is folly valued and it is hard 
to see what extra value 
Nomura could extract by 
buying the group and then 
selling it back to the same 
investors. It does not appear 
to bava plans to cdiange the 
companies’ strategies and 
would not have the syner- 
gies of a trade buyer.” 


Charter sells its 
railway track 
arm to Harsco 


tEX COMMENT 



What pound of flesh mi^it 
Bafitrack demand for sav- 
ing the t^hawnal+m+n+t rail'. 
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the London & CohtineBtal 
Railways eozisbrtiam 
entered its' death throes 
suggests it. find value 
in file project wlim othws 
eonld not. How. so? Ifid 
LCR not talk of a finano- 
Ing. gap that the. private 
■sector could not bridge? 

Assuming the govammsit 
decides .to increase the 
subsidy, the most likely 
outcone is that the proj^ 
is split. That way the com- 
pany building file would not ha've the. added burden 
of btmkxtdlihg Eurostar'S losses. 

TMtMing be reopmied and fita ennsartia beaten by 
LCR - and possibly new bidders - could resubmit thrir 
offers. Given fiiete is no reason why Railtrack should 
receive prefesmxtial t r a a tmeyi t., it may well find Itsdf 
outbid -by big project manageinent concerns such- as 
Bechtel and Kvaemer. At mirdirimH. cancellation of 
numerous Asian' Inftastrnctnre p^ects should* ensure 
fierce for the link that shoold drive down' 

RailtTack's retunis. ~ ' 

Any subsidy to Rafitrack should not emne fiom relaxing 
regnlation of its ownership of the naticaial rail network. 
Unk^ the tiro vrotdd be opaque. Cteaxly-defined goyem- 
mant-gnaranteed track, access charges fjrom EurOstar 
should tempt Railtrack on 'board. And if .Railtrack can 
negotiate not having to builcl the costly last stretch into 
pflntr ai T/mdou Until Eurostar's revenues are nmre of a 
known quantity, any subsidy could be evmi smaller. - 


By Andrew 
QlgecHffe-Johnaon 

Charter, the engineering 
group that spans welding, 
industrial fans and fasten- 
ings for joining railway 
tracks to sleepers, yesterday 
sold its track maintenance 
business to Harsco, the US 
steel reclamation group. 

The sale of Pandrol Jack- 
sou for a provisiooal gnm 
came as Jeffrey Herbert. 
Charter’s chairman and 
chief executive, announced 
he would ^Ut his job this 
summer. 

Nigel Smith, Charter's 
chief operating officer, 'will 
become diief executive, but 
Mr Herbert seems unlikely 
to take a non-executive role. 
“I won’t be hoe seven days 
a week. PU be here less than 
1 am today,” he said. 

Charter did not give sales 
figures for Pandrol Jackson, 
which designs, makes and 
operates under contract 
track maintenance equip- 
ment and had £39.4m 
($65.8m) of assets at Decem- 
ber 31. 

Mr Herbert said the divi- 
sion made operating profits 
of £155,000 in 1996, adding: 
“Contracting margins are. 
much lower than in other 
businesses. . If you make one 
or two per cent margins you 
think you're doing well.” 

Charter, which bou^t the 


Michigan-based business 
ei^t yean ago, said privati- 
sation in file UE and conti- 
nental Europe made track 
maintenance and contract- 
ile “most unattractive’'. It 
turned down file opportunity 
to buy British Rail’s infra- 
structure service cooiqiaiues 
.in 1995. 

Cbaxter Is keeping its rail- 
way track fasteniies busi- 
ness, whiidi accounted- for 
most of the track division's 
£16.^ profit in 1996. Readl-. 
lent fastenings for 
hiefo-speed trains are reidac- 
lie the traditional “dog 
spike”. 

The disposal will reduce 
Charter's £3Q0m borrowings' 
by about £40ni. leaving inter- 
ert cover of more than six 
times. 

Its shares rose 4^p to 60lp 
yesterday, but ' have' foUen 
from 86(lp since October as 
analysts have cut profit for^ 
casts. 

Daniel Bevan of Credit - 
Lyronnais Laing, who has cut 
bte estimate of 1998 profits 
from £13(kn to £102m, voiced 
cancains that the Esab weld!- 
ing business looked more 
ejqiosed to weak economic 
environments in devekqnng 
markets than expected. 

It also appeared that How- 
den, the fans business 
bou^ for £380m last year, 
was not as profitable as orig- 
inally tho u ght, he gain 


GUS adds French 
cards to its pack 


^ PsBOy HoRbigcr 

Gkeat Universal Stares, the 
mail order . bouse, has paid 
£70m ^llhi) for a ch^ue 
and debit card processor in 
France in a bid to become 
one of fiiat country's leading 
prcniideis of credit risk scar- 
rices. . 

OUS, which chai^d its 
corporate dramatic- 

ally Just over a year ago 
with the £lbn acquisition of 
Expeiian, the US finan cial 
informatiOQ services -group, 
is buying SG2 from Sod6te 
G6ndrale of France. 

John Peace. Experian's 
chief execotive,- said SG2 
would proride a substantial 
platform for tackling the 
French market with new 
products aiMl services. 

Experian, which offers a 
rai^ of financial infottna- 
tion on consumers, bosi-. 
nesses and property, as weD 
as providUig ■ outsourcing 
Mtivities such as credit 
card processing and call 
ctaitEus, already has' a mar- 
ket research. . business . in . 
France. 

■ The company said France 
showed., the most.freqoent 
use of bank and . credit cards 
in Enrppe and was'crncfal to 


its strategy of building a 
pan-European business. It 
said the country showed an 
atmnai average for 1994 of 29 
card tranMctioos a head, 
against ju^ 14 for the Euro- 
pean Union as a whole. 

Moreovea:, the market for 
bank cards~has grown sub- 
stantially in the last eight 
years, firom about 15m in 
issue to more than 24m. 
However, US credit cards, 
which strong grow t h 

in file UE mariiet, have a 
relatively presence. 

Mr Peace said tiie group 
e:q>ected to boost SG2’s ^aipw 
by combining Experian's 
credit card jnrocessing busi- 
ness with SG2’s debit card 
seavices. “There i$ a strong 
synergy betwi^ Expeiian 
and SG2.” he said. ”SG2 will 
complement our existing 
card-processing operations 
in.the UE, Gennany and the 
Netherlands, and Eaq>erlan 
will miable SG2 to siqpsziid Its 
processtog capabOity into 
other areas;” 

' Analysts exp^ the acqui- 
sitUm to be eeniiTiigs efohanc- 
frig,, after fiMnrjwg costs, in 
the year to March 19^ 

The business made operat- 
ing profits of fiSm on -turn- 
over of £85m in 1997. ■ 
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THE OASIS FUND 

Soa^ d'lnvestistemnU i VtriebU 

Eurepmtn Bank &UTMSS Cmtn 6, rmHedeTrivts 
L2633Setaiingfrba^OiatulIhuijitfLuxgwikourg 
AC Luximtott*gN». BS2 941 

Notice of 

Annual General Meeting 

NOTICE is hereby given to Shareholders that the .4xuuial Genaal 
Meedttt of THE CMSIS FUND (“the ^upany”) will be held at 
the ivgutered office of the Coo^m Enr^sean Bank & Biudoesa 
Centre, 6, route de Tiises, L.26S3 Moningerberg, Grand Duchy 
of Luxmbourg oo Wednodw 18 February 1998 at pjo., or 

at any adjournment thereof, for die puipose of delibecaaou and 
voting upon the following agenda: 

1. Submission of the Reportofthe Beard ofDiKCtorsandofthe 
Auditor. 

5. Approval of the Annual Report for the Enandal year ended 
SO MpKmber 1997. 

3. Disclmige of the Directors in respect of their dudes carried 
out for the finandal year ended 30 September 1997. 

4. ElectioB of the Direcien and Auditor for a tern of one year. 

5. Any Other Business. 

A Shareholder entitled to attend and vote ai the Meedng may 
appoint a pro»' to attend and vote on his behalf and such proxy 
nera not be a ShareboUer of the Company. 

Re»lndons on the agenda of die Meedng will require no quorum 
and will be resolved by the majority of the Shareholders attending 
in person or by proxy. 

In order to be eodtled to attend the Meetms. holders of bearer 
shares must depodi didr bearer share cenlncates five worldng 
days prior to the Meeting with the following institudon: 

Wf«Ugti«MfcS-A. 

43, booleeard RoyaL L2955 LihMnbDii^ 

Shareholders who cannot pcisonally attend the Meedng are 
requested to use the prescribed fonn of proxy (available St the 
revered office of the Company) and return it at least five 
working days prior to ibedaieof the Annual General Meedng to 
die Company, c/o Fleming Fiind Managemeoi (Luxembounr) 
S.A., L-88w Z.iuiemi>otirg. 

The Board of Direaors 
January 199S 

Flemings 


BUSINESS 

WANTED? 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

■144 0171 S73 3349 
Marlon 
Wedderbuni 
44401718734874 
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Twin-track peace efforts may founder 
because the government lacks a majority big 
enough to pushvthrpu^ changes to the 
constitution. M^k Nicholson reports 



Still not fulfilled 


L est anyone in Sri 
Lanka was in dazigtf 
of foisetang. a trio 
Tamil T^er.^cide bombers 
last month reminded the 
country, why it .might feel 
edebration of its SOth. anni . 
versary of independence' 
from Britain this year is. not 
wholly apiHopriate. 

The bombers killed 10 
bystanders in a blast which 
ripped chunks out of the 
Temple of .the Tooth , in. 
Kandy, the holiest of sites 
for Sri Lanka's Buddhist Sin- 
halese majority. 

This year also maiks the 
15th year of the bloody 
nic conflict" waged how 
exclusively by the Libation 
T igers of Tainil Eelam 
(LTTE) for a 'homelazid'’ for 
the largely Hindu . Tamil- 
speaking minority, some 17 
per cent of Sri Lanka's tftw 
people. 

More than 50.000 people 
have died in the conflict 
which has lulled and raged 
in the island's' north, and' - 
east over the past 15 years, 
but has never been fou^t 
more intensively than in the 
past 30 months. . 

This is a sad irony forthe 
People's Alliance govem- 
meat of Clhandrika Ktimara- 
tunga, president, ^o swept 
to power in 1994 with ^ 
cent of the- popular vote, 
largely on the- promise of 
bringing p^ce. 

What Mrs Kmnaratunga's 
Section, victory did do,, 
however, was to secure for 
her coalition goverisment- 
more than a steider major* 
iQr in the, 225<5eat..parlii.- 
ment- 

■Not enou^ therefore, fin: 
her government .tq-chmi^ 
Sri .Lanka's.- oj^ aijd. rigid- 


constitution, ' something 
which requires a two-thirds 
majori^. And it is tin this 
fact that her ^enunent’s 
desire to fbn» pdlitieal bmdr 
' way - .towards peace may' 
founds.- 

Mis Kumaratunga began 
her term by nrrlrlnc 
talks .with the Tigers. These 
foiled when the Tigers uni' 
latendly resumed hostilities 

Since then, her govem- 
ment has pursued two tracks 
towards peace: a concerted 
militaiT assault designed to 
. weaken and margmalise -the' 
Tigers.-, arguably the most 
dangerous and well-organ-, 
ised gnerriUa force in the 
world - and . political 
attempts to rewrite ^ Lan- 
ka's cottstitutioa to devolve 
more powers than' ever to 
the r^onSi .and thus to the 
Tamxl-majority north and 
east. 

. Both tracks are intimately 
liiiked. While flie . govern- 
ment is aware it cannot fi gh* 
the Tigeis bai^ to the 
tiatlng table, it has sou^t at 
least to deEHrtve them of teor- 
ritory and weaken them 
flionni^y. . 

At the same ttaie, thrbu^ 
its constitutional proposals, 
it'lias. endeavoured to win 
consensus between the PA 
and the opposition. United 
National Party, the. two- 
main Sinhalese political 
groiqiin^. by . gifting as 
much autonoEny as is politi- 
cally accept^le to the Tam- 
ils. 

. The government believes 
that only by demonstrating - 
consensus^, in the .Sinhalese- 
dominated south wiU it ever 
be posable to tempt, the 
TigerSitp talk-^it-ii^-.Jtecn as 
a necessary; for fipm sufB- ; 


cient, condition for peace. 

. *Tf the PA and the UNP 
agree on a set of proposals 
whidi the intellectual cam-- 
munlty and peace-minded 
Tamils think is an accept- 
able solution, that would 
change the political bal- 
ance," says one leading 
Tamil, .politician. "This 
would then be too i mport ant 
an issue for -the LTTE to 
ignore, otherwise theirs 
becomes a- strode for its 
own sake." 

On the battlefield, the gov- 
ernment has, at heavy cost, 
won some successes. ' 

In Decembv 1995, the Sri 
Taniran anoy Succeeded in 
' evicting the LTTE foom the 
. JafCna peninsular where it 
had for five years defended 
and run a de facto mini- 
state, finaup iPri b y local taxes 
and the ‘ LTTE’s sophisti- 
cated International support 
network among the 500.000- 
strong Tamil diaspora. 

Having pushed the Tamils 
into the jungles of the north 
and -east, the army nine 
months ago set about secur- 
ing a route north through 
their heartland to supply 
J affha. - 

Although there are more 
easily defonsfole and winna- 
ble routes north, along the 
eastern coast for example, 
the army command chose to 
push directly into their 
midst, say military analysts, 
with the intention of inlUctr 
ing the heaviest possible 
Tiger casualties. 

Because the Tigers know 
the army -will advance up 
the: A9 road to lUllinochchi. 
they are forced to fight fixed 
battles along the. way. 

The; result has been a 
bloody, series of battles 


«dndalnaim 
Dan B cr a n c SosiaW 
RepuMc o( Sh LanKa 
'•Fondofttita . " 

Executive presidency based on French model 

• TTw axacutln ; ' 

Pre^dent is head ol eteie and axercises an 
ececuilve pow oia. e l e ct ed tef a peited el ^ 
yearn by unlveisai adiil sutfioge; may 
c&Bolve parOament at wS 
■WattwiriinaliiWiaa 

UnlesnstBl te^sleturK S3S members directly 
electad for ai» years by a system e< modifled 
propertioml reprasarSatien 

• tjcatjcwanwia i il 

Under the 1Sth amendment to the 
eenaOMcn pasaed In NoMmber 1987, 
esdensive ponveis devolved to rune direetty 
atocted provUierei councas, pnmaiSy with a 
vkw io meating t^mfl c l w nancs for ^aaier 
autonomy. Bacu en s to seven of these 
eeundb were held in 1993. 

■ WagoBal rteetione . 

August 1994 (parbamentaiy) and November 
1994 (pia si dentl^; next clocaono due 
AuguS 2000 ( pa rBameittaiy) and November 
2000 tpreeWendei) 

• ( t iftt n i n al govaniineiit 
Otandfl k B Kumar aiunga took otfice es 
orasldera In November 1994 after wewiltv a 
record maforiiy. Ttia People's AiBance 
formed a mlnemy govammem in August 
1994 wah 105 out of the 2S5 seats «i 
pvliament; ft is dependent on the suppon o1 
edVHC mnorfty psrtiss 


. SouBMrDMMtHnVICViEU 

which has cost the 100.000- 
strong Sri Lankan army per- 
haps L800 dead and 5,000 
wounded, but has also 
inflicted losses of perhaps 

1.000 on the Tigers. 

No-one is sure of the full 

fighting force of the Tlprs: 
estimates ran ging Ulildly 
between 5.000 and more than 
10,000. But the government 
beeves it has weakened the 
Tigers substantially already. 

"They are today a typical 
guerrilla force, when not so 
long ago they were a semi- 
conventional army." says 
G. L. Peiris, constitutional 

affair s minister 

But this batUe has proved 
costly to sustain. The army 
has- so for cleared only two- 
thirds of the 70km road after 
nine month's fighting, and 
keying the A9 open is also 
expected to place severe 
strain on the Sri Lankan 
army, which some analj'sts 
report may have suffered 

20.000 or mcQ-e desertions in 
the past year or two. 

Moreover, the political 
effect of the nulitary cam- 
paign depends upon the gov- 
ernment's success in push- 
ing through its devolution 
proposals. And here the gov- 
ernment has made less head- 
way. 
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Mrs Kumaratunga's gov- 
ernment set out these pro- 
posals more than two years 
ago. In essence they are 
designed to federalise the 
whole of Sri Lanka, turnup 
the present unitary state 
into a "union of regions”. 
Each of nine new regional 
authorities, including the 
Sinhalese-dominated south, 
would be accorded substan- 
tial powers over land, 
finance, foreign investment, 
policing and infrastructure, 
economic and social develop- 
ment 

Behind the ootion of feder- 
aiising the whole State lies 
the belief that by so doing 
the Siobala suvority- - 74 per 
cent of the population - can 
be seen to be treating the 
Tamil majority areas with 
equality. 

"Politically it enables the 
go\'emment to be seen to be 
even-handed,” says one dip- 
lomat 'There have been a 
lot of packages or attempts 
somehow to make the Tam- 
ils spedaL 

"The government would 
claim this is the first not to 
make them special or differ- 
ent, while putting their con- 
cerns within a package.;' 

Some senior Tamil figures 
agree. Neelan Tirucbelvam. 


a T amil coDstitutional law- 
yer who helped draft the pro- 
posals, calls it a "paradigm 
shift” in addressing the 
problem of Tamil desires for 
self-determination. 

In particular, he says, for 
the first time it dethrones 
the notion of Sinhalese 
majority power by granting 
all the intended regions par- 
ity and it accords equality' to 
the Tamil and Sinhalese 
tongues as official languages 
for the first time. 

It also, he says, grants sig- 
nificant powers to the 
regions, and thus to the 
Tamil-led authorities which 
would result 

"The regions would have 
more power than the states 
do in India; more than the 
provinces in Malaysia, even 
in some cases more than 
Canadian provinces.” he 
says. 

But there is also strident 
opposition to the proposals, 
both from Buddhist and Sin- 
halese leaders but also many 
Tamils, who believe the pro- 
posals fall well short of dig- 
nifying any Tamil-run region 
with the "honour” of 
“nationhood”. More signifi- 
cantly, however, the propos- 
als have so far failed to win 
the support of the UNP. 


However, the UNP 
recently broke its public 
ambivalence over the pro- 
posals. rejecting them as a 
package which would "lead 
to chaos and weaken the 
centre". 

The UNP said that while it 
was in favour of power-shar- 
ing with the Tamils it 
rejected "devolution" which 
jc said was unnecessary in 
such a small state. 

Mrs Kumaratunga now 
appears set to call the UNP's 
bluff by calling a non-bind- 
ing referendum on the pro- 
posals later this year. 

The aim would be to reach 
beyond bipartisan politics 
and aim to damonstrate 
majority' popular support in 
tbe south for the devolution 
proposals. If the UNP contin- 
ues to resist The devolution 
package, the PA hopes to be 
able to portray tbe party as a 
“spoiler” to peace. 

Such a move is fraught 
with risks. It is unclear, for 
example, if there Is majority 
support for the proposals. 
The government believes 
that backing of 54 or more 
per cent would enable it to 
press ahead, despite the 
UNP. and perhaps find 
"innovative" - in the . words 
of Mr Peiris - or possibly 


even extra-constitutional 
ways of pushing its package 
through, even without the 
two-tbirds parliamentary 
majority it technically 
requires but of which it is at 
least a dozen seats short. 

There is also the difficulty 
of phrasing a referendum 
question on so complex an 
issue, and one which would 
not simply turn the plebi- 
scite into a proxy two-party 
battle for votes - which 
would threaten to defeat tbe 
objective of showing 
southern consensus for offer- 
ing a strong measure of 
T amil autonomy. 

The PA government is 
determined to bring tbe 
i&sue to a head this year. It 
thus describes Sri Lanka’s 
50th year of independence as 
one of tbe most critical in its 
history. 

"This is the biggest issue 
this country has ever feced.” 
says Mr Lakshman Kadfr- 
gama. foreign minister. "So 
can we not get leather, rise 
above party politics and 
resolve our ethnic problem?'' 

Failure to do so this year 
would remove much of the 

pOlitiCSd impetus sus tainin g 

the cruel and costly war 
effort in the north. It mi^t 
Continued on Page n 



Where Investors Are Still Smiling 


On its 50 rh anniversary of Independence, 
Sri Lanka 'v economy has experienced its best 
year ever - A record US$ 530 million in 
Foreign Investment inflows. 


GDP has groivn by over 6 percent in 1997 and 'is predicted to 
continue into 1 998. The Stock Market has emerged as the third 
best performing market In Asia while the country is 
beainninq to reap Ihe rewards of its Privatisation Programmes. 
E^orts are up by 14 percent over fhe pravious year, 
Sri Lanka's economy, once heavily dependent on agncuttural 
exporte, espedaily tea. today earns 72% of Hs total eyoite 

through apparel, caning brand namessuch as Versace, Calvin 

Kteiru Ralph Lauren, as well as, industrial and electronic goods 
such as rriagrietic heads and head stack ass^lles for Sony 


and Compaq. These have all reiiected favourably on 
Srt Lanka's Balance of Payments and Foreign Reserves, which 
IS in excess of USS 2.8 billion. 

The Board of Investment has been ihe catalyst in engineering 
Sri Lanka's drive for exports as well as attracting substantial 
Foreign Direct Investments. Some of the more recent landmark 
investment deals include NTT of Japan, Hanjung of Korea and 
P&O of Australia. 

Investors can also enjoy many other benefits in mis beautiful, 
i.nvestment-friendly environment; a strategically located 
modem container port, a mutlfpte^perator telecommunication 
sen/ice - one of the most competitive in Asia and new thermal 
power projects that ensure a stable supply of electricity, 
in addition, a workforce that is highly literate and trainable arid 
investment incentives that are among the best in Asia. 


Sri Lanka - the new frontier for investment in Asia. 



The Board Of Investment 


o 
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THE ECONOMY • by Mark Nicholson 


Business seems relatively buoyant despite the conflict 


The economy 
appears to be in 
good shape with a 
solid platform for 
growth this year 

The physical shockwa\’es of 
the Tamil Tiger bomb which 
blasted Colombo's twin- 
tower World Trade Centre 
last October can still be 
traced in the boarded win- 
dows which rise two-thirds 
of the way up the 35-storey 
building, and in the wood- 
blanked windows of hotels 
and government oSices adja- 
cent. 

A few hundred metres 
away, cranes preside over 
the rising steel and concrete 
shell of a new central bank 
building, replacing that dev- 
astated by another Tiger 
bomb in January 1996, with 
the loss of dozens of lives. 

The scars wrought by ter- 
rifyingly effective Tiger 
bombers are clear enough in 
Fort, the cosy business cen- 
tre of the Sri T.anlcan capital. 
But the full economic harm 
wTOUgbt by Sri Lanka’s 14 
years of ethnic conflict is 
harder to assess. 

Despite the ever-present 
threat of further bombs, and 
the inconveniences of 
blocked roads, diversions 
and checkpoints brou^t by 
the blanket security in Col- 
ombo city centre, business 
seems to carry on relatively 
buoyantly and regardless. 

“There's a certain resil- 
ience that has built up," says 
Maojula de Silva, an invest- 
ment manager with CTC-Ea- 
gle fund management. "It 
takes something very dra- 
matic to interrupt things." 

Indeed, in spite of the 
bombings and ^e intensity 
of the civil war in the north, 
Sri Lanka's economy looks 
in good shape. Growth in 
gross domestic product last 
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year looks likely to have 
exceeded 6 per cent and 
growth this year should 
reach about 5.4 per cent 
- very respectable figures by 
current Asian standards. 
Moreover, even the more 
war-sensitive barometers are 
set Hair. Tourist arrivals, for 
example, rose 21 per cent 
last year, to 368,640 visitors, 
despite the big Colombo 
bombs. 

Most remarkable, perhaps, 
has been the country's over- 
all macro-economic perfor- 
mance. 

Despite annual military 
spending of SLRs44bn. or 
about 5 per cent of GDP. the 
three-year-old People's Alli- 
ance government was last 
year able to cut the budget 
deficit to 7.6 per cent of GDP 
from 9.S per cent, and has 
targeted a further cut to 
around 6.5 per cmt this year. 

By retiring some SLRslObn 
of public debt with privatisa- 
tion proceeds last year, the 
government has cut its inter- 
est costs and lowered its bor- 
rowing requirements. This, 
combined with shaip cuts in 
recurrent government spend- 
ing has helped ease down 
both interest rates and infla- 
tion. 

In some respects, such fis- 
cal prudence is a positive 


byproduct of the need to 
finance the war. “In a way, it 
has forced the government 
to take steps it probably 
wouldn't have, like privatisa- 
tion. public sector reform 
and cutting subsidies," says 
Azra Jaffeijee, chief econo- 
mist at Jardine Fleming in 
Colombo. 

All of which steps have 
provided a solid-looking plat- 
form for further growth this 
)'ear. although the 6 per cent 
reached last year appears 
out of reach. That growth 
represented chiefly a recov- 
ery from a disastrous 1996, 
in which drought led both to 
sharp falls in agricoltural 
output and a grave power 
crisis given the island's then 
heavy dependence on hydro- 
electricity. 

“1997 was particularly 
good because 1996 was par- 
ticularly bad," says Ms Jaf- 
feijae. “It's almost com- 
pletely a base efibct" 

There are other reasons 
for more caution towards 
growth this year. These, 
chiefly, are worries about 
the exchange rate in the con- 
text of Asia's financial crisis, 
the possible efEects of the El 
Nifio meteorological phe- 
nomenon on agricultural 
output, and some questions 
about whether the govern- 
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ment sustain its 
rectitude. 

Sri Lanka’s rupee depred- 
ated by 8 per cent last year 
In a slide managed by the 
central bank and aimed at 
minimising the effects on 
export competitiveness of 
sharper currency falls 
among Asian trading rivals. 

The bank has ruled out 
devaluation, but says it will 
continue to depreciate the 
rupee where necesary. 

Nevertheless, exporters 
are concerned that, with the 
currency perhaps 20 per cent 
overvalued in real terms, the 
central bank's gradualism 
could erode export growth. 

The Eiqwrters' Association 
of Sri Lanka last month 
warned the government that 
exports would suffer unless 
there was a depreciation of 
at least 12 per cent against 
the dollar this y^. "Most 
sectors will he affected." 
says Lyn Fernando, the asso- 
ciation’s chairman, “and 
some are already being 
hurt" 

The country's rubber sec- 
tor is already saffering, be 
says, with many local users 
already substituting 
imported and cheaper Malay- 
dan or Indonesian rubber. 

Garments exporters, who 
saw foreign sal» rise 20 per 
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cent last year and who 
account for more than half 
of Sri Lanka's export earn- 
ings. will also be hurt he 
says, particularly if 
squeezed, and rival Asian 
economies seek to export 
their way out of trouble. 

“There is enormous gar^ 
ments capacity in these 
countries," says Mr Fern- 
ando. 

“To keep these industries 
running, they might decide 
to export at zero profits, 
which would hurt our mar- 
gins significantly." 

Tea exports. w*blch earned 
S62m last year against $54m 
in 1996, appear unlikely to be 
badly affected, with prices 
high and demand strong 
from Confiederation of hide- 
pendent state countries, 
many of which are paying 
premiums for quality Sri 
Lankan tea. The greater 
threat to tea sales, analysis 
believe, could be the effects 


of El Nifio. which has-histo^ 
ically presaged dnm^ and 
poorer harvests In Sri 

On file fiscal fronL mean- 
while, most analysts believe 
the government will be able 
to sustain the past two 
years’ prudence, although 
there is some concern about 
the expected move in April 
to introduce an ad valorem 
General Sales Tax, to ration- 
alise existing indirect taxes. 
Although the move is seen 
as generally as desirable to 
reintroduce buoyancy in 
receotly flat tax revenues, 
there is concern at the rate 
likely to be levied. 

For its introdoctlon in 
April, the government has 
set a starting rate of 12.5 per 
cent. Most economists 
believe the tax can be rev^ 
nue-neutral only at hi^er 
rates, of perhaps 16-18 per 
cent. But the, government, 
conceding there may be 


some revenue loss in the 
-short term, belief it is 
politically expedient to intro- 
diice the new tax at a low^ 
rate. 

*Tm wfiling to go along 
with a rate of 12.5 per cent," 
says A.S.Jayawardena, gov- 
ernor of the central bank, 
"but there is always scope to 
mctease it on the tuxl 'What 
is most isqxntant is to get 
the people to accept it" 

Overall, therefore, most 
economists believe Sri 
Lanka will this year post 
growfii well in line with its 
historical trend for the past 
20 years of between 5 and 6 
per cent- The question, how- 
ever. is how much faster 
growth could be without the 
war. And this is to entertain 
grasses as to the eSiects of 
diverted government spend- 
ing. deferred or deterred 
investments. and wider eco- 
nomic opportunity costs. 

There are few solid 


answers. There is no ques- 
tion that the war’s, direct 
costs exceed the budget fig- 
ure of SLRs44bn devoted to 
military apeadrng. Costs of 
extra Slicing and security 
aio pa add to the bin. And 
neither is there any question 
that diverted spending on 
tim war comes at the cost of 
pn M»'c investment into infira- 
structure. or that the war 
has deterred much foreign 
investment into Lnfinstruc- 
tural and other big ticket 
projects. 

Bforeover, at least a third 
of the country - the war 
zone of the north and much 
of the east - is effectively 
non-productive. 

- There are also the longer- 
term effects of curtailed gov- 
exziment spmtding'on health 
and education. One western 
economist speaks of a “slow 
growing crisis in the- social 
sector" - one which threat- 
ens to undo much of Sri Lan- 
ka's success in leading South 
Asia in almost all human 
development indicatofa. . 

Mr Jayawardena suggests 
these indirect costs of war 
are worth two percentage 
points of GDP growth, and 
there is a wmrld of economic 
difference between growth 
rates of 5€ per cent and once 
"Tigerish" ones of 7-8 per 
pflniL But while the economy 
clips along at its current and 
respectable rate, the war 
continues to seem s^ord- 
able. 

"The government bee good 
advisers telling the pri^dmt 
that if you want to -«rih the 
war, you have to keep the 
economy in shape," says a 
western economist. But 
while the economy of the 
south remains “resilient" 
and defiantly "bnsiness as 
usual", there is less incen- 
tive for the politicians of the 
south to feel forced to find 
urgent vnys of aiding the 
war to save the economy. 


THE STOCK MARKET • by MarR Nicholson 


Asian crisis casts shadow 


The market may 
not realise its full 
potential due to 
factors associated 
with Asia 

Local brokers and analysts 
cannot remember when so 
many of the economic funda- 
mentals underpinning the 
Colombo stock market have 
looked so rosy. Growth is 
strong, topping 6 per cent 
last year and poised for 
about 5.4 per cent this year, 
the government's macro-eco- 
nomic management appears 
sound and a further budget 
deficit cut looks feasible 
again this year, interest 
rates have accordingly 
fallen, and the important tea 
sector is doing well. 

Moreover, the Colombo 
market looks cheap, trading 
in a range around eight 


times prospective 1998 earn- 
ings. Most brokerages are 
also expecting a crop of good 
corporate results, putting 
average earnings per share 
growth for this year around 
23-30 per cent But local 
investors alone cannot drive 
Colombo’s small bouiae. cap- 
italised at about $2.5bn. For- 
eign investors account for at 
least half the market’s turn- 
over and foreign flows have 
tended to determine market 
levels. 

Early last year, for 
Instance, relatively modest 
foreign inflows of about 
SLRsl.Sbn pumped the All 
Share Price Index op 
towards 880 points by July, a 
gain of more than 40 per 
cent on the start of tbe year. 
Then came the Asian finan- 
cial crisis, and foreign sell- 
ing helped the market lose 
23 per cent of its July peak. 

Whatever tbe fundamen- 


tals, therefore, many ana- 
lysts believe the ASPI will be 
unlikely to rally to its poten- 
tial as long as overseas fund 
managers stay wary of 
things Aslan. Moreover, the 
Asian crisis has produced 
two further factors likely to 
depress Colombo stocks. 

The first is that by virtue 
of the steeper falls in other 
.Asian markets, funds with 
allocations in Sri Lanka 
have seen these rise propor- 
tionately relative to other 
bourses. This de facto rise in 
the Colombo weighting 
makes many analysts pessi- 
mistic that fund managers 
will want to commit signifi- 
cant fresh funds into the 
market, however underval- 
ued it looks. Some believe 
Sri lanica Indeed, offers a 
profit-taking opportunity. 
“This is one market where 
you can still book profits," 
says Anush Amarasinghe. 
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head of research at SocGen- 
Crosby. “And ymi might see 
foreigners moving out fiar- 
tber wherever they see a rise 
and a selling opportunity." 

The second is pressure on 
Sri Lanka's own currency. 
Export associations have 
already warned tbe govern- 
ment that key export sectors 
such as garments, rubber 
and ceramics will be affected 
by the sharp devaluations 
among the island's Asian 
trading rivals. 

Tbe central bank has ruled 
out a devaluation, saying 
ingfflari will "adjust" file 
corrency in the light ctf these 
pressures. Last year, tbe 
rupee fell 8 per cent, the 
depreciation accelerating 
towards the end of the year. 
Most analysts expect a flir- 
tfaer 10-15 per cent deprecia- 
tion this year. 

But until it becomes clear 
where the rupee will steady. 



foreigners have another rea- 
son to remain side- 
lined which is why most 
analysts would like to see 
the central bank make tbe 
bulk of the expected dqueci- 
BtioD as quickly as possible. 

There are oQier uncertain- 
ties. Sri i-anfa* has histori- 
cally suffered drought in the 
wake of the El Nifio environ- 
mental effect in tbe Pacific 
Ocean, and farmers are biao- 


ing for a possible consequent 
dip in rice, tea and rubber 
production. These would 
hurt the economy broadly 
and, in tbe case of tea partio- 
ularly. prospe c t s for idanta- 
tion stocks. 

Plantations may aim be 
affected by labour 'unrest, 
with workers preparing for a 
battle over a 25 per cent pay 
claim. 

The better news, however. 
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ix that many of uncer- 
tainties may have cleared by 
the second quarter. By then, 
too, it will be dearer 
whether tbe ^etnment is 
Tnannging to make its recent 
fiscal prudence stick and 
keep interest rates lower. 

By April, in addition, regu- 
lations governing two big 
state institutions, .the 
National . Savings Ba^ and 
the Employers' Provident 
Fund, should have been 
amended to permit them for 
the first time to invest in 
equities, rafiier than their 
current staple of fixed 
income securities. The pair 
corrently manage funds 
worth a total of $5bn. 

“By no means afl of this 
will come tbe maricef s way," 
says Pandnka Ambanpola, 
head of research at Jardine 
Fleming, "^t even 5 per 
cent could make an enor- 


mous difference and cer- 
tainly improve volumes." 

Given broadly shared opti- 
mism that tbo economy this 
year should see GDP growth 
of at least 34 per cenL there- 
fore. most brokerages expect 
a mid-year rally. - - 

Indosuez W.I Carr Securi- 
ties and SocGen-Crasby are 
both forecasting the ASPI 
win reach tbe upper 80Qs by 
the year end, wtth Jardine 
Fleming seeing tbe potential 
to breatib 950. 

Brokerages tend to agree 
that > file tea plantation sec- 
tor apart -the best bets lie 
in sectors lik^ to benefit 
most from the strong domes- 
tic economy - chiefly com- 
mercial banks, notably Sam- 
path Bank, food and 
beverage companies, includ- 
ii% Ceylon Grain Elevators, 
the poultry company, and 
Ceylon Br ew e ry . 
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Promise of peace 
still not fulfilled 


CoDtipued from Page I 
result in fresh general elec- 
. tions, which mi ght well lead 
in turn to a. wholesale re- 
evaluation of the political 
peace process, entailing fiu^ 
tber dday. And any further 
delays in resolving the eth- 
nic conflict will sustain the 
increasing economic attri- 
tion of the war on - Sri Lan- 
ka’s small economy. 

.While growth last yew of 6 
cent was, by Asian stan- 
darils, robust - and the econ- 
omy looks set fair to clip 
along at gross domestic 
product growth of 5.4 per 
cent film year -the war is 
diverting government invest- 
i ment in. health, education 
'and Infrastructure, and- 
deterring forel^ invest- 
menL *“nie war costs us two 
percentage points of growth 
a year,”, says A.S.'Ja 3 rawar- 


dena. *Tf we bad 6 per cent, 
'we could get 8, if not for the 
conflicL" 

In the view of many, the 
war is dividu^ the country 
in any case, devolution or 
otherwise. Not. only does a 
third of the island - the 
north and much of the east 
- lie outside the country’s 
economic . development, 
these areas have spawned a 
generation of mbetiy Tamil 
youths who know nothing 
hilt war. and deprivation. 

"1 worry that there are 
areas which have become 
- both IttezuDy and metaphori- 
cally areas of darkness, 
which. have.been deprived of 
proper amenities for lO-ls 
years." says Mr Tiruchel- 
.vam. “In some ways tbe con- 
sequences - of this war are 
.now more smous t’han the 
causes." 
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ggtiSTmniOIIAL REFORM • bv Amal Javasinnh* 
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The biggest 
set’back for the 
political reforms 
has come from 
the UNP 

When President Chandrika 
Rumwatonga of Sri Lanka 
unveiled her radical plan to 
end years of ethnic blood- 
shed, she said it was -an 
attempt to save *ha country 
from disaster and to unify a 
divided nation. 

Thirty . months later, the 
country is embroiled in its 
biggest military offensive 
and her sweeping devolution 
plan is ' no closer to - getting 
into the statute books. 

International, acclaim 
mounted for the plan that 
envisaged turning Sri T^wifa 
into a “unipn of regions” ' 


of regions’ proposal fails to halt bloodshed 


with each unit having extent 
Siva powers over land, law 
and. order and the rigtit to 
raise foreign loans and 
receive aid. 

The r^ibnal units were to 
have l^islative powers with 
the riidtt to their own inde- 
pendent tax structures. In 
theory it could lead to 
regional dHfargnces in rules 
and regulations govetmng 
husiness in a couziixT' of only 
62.00D sq ,ton_ ' . 

' Tim country was set to 
scrap the all-powecfnl presi- ' 
dency, adopt a brand new 
constitution which was to 
include such -items as a 
”ri^t to Uve”, a privilege 
unknown to-, many earlier. 
Sri Lanka was on the road.to' 
peace. Almost 

^thin tour days of Mrs 
Kumaratunga announcing 
toe 3X)wer-ehai^ plan, toe ■ 


separatist Liberation Tigers 
of Tamil Eelam (LTTE) 
struck in Colombo, the capi- 
tal, bombing a governmoit 
.office and Hning 21 people. 

Since then, Tiger rebel 
attacks have intensified, 

'With key economic and reli- 
gious landmarks becoming 
targets of suicide bomb 
attacks that have claimed 
hundreds of lives; caused 
enor m ous damage and hurt 
investor, confidence. 

The Tiger guerriHas were 
proscribed by toe Sri T.ank9r> 
government on January 26 
this year, a day after toe 
group was accused of bomb- 
ing the country's holiest 
Buddhist torine, toe Temple 
of the Tooth, in toe central 
falD resort of Kandy, wning 
16 people. 

The biggest set-back for 
toe .pohtical retorms cMnes 


from the main opposition 
United National (UNPi 
whose parliamentary sup- 
port is crucial for Mrs 
Kumaratunga to adopt a 
new coDstitutioD. 

Ranil li^ickremesinghe. the 
UNP leader arm former 
prime minister^ said his 
party was *Uotally rejecting” 
Kumaratunga's political 
package and was m aking its 
own proposals, after nearly 
two years of all-party delib- 
erations. 

“We say toe political pack- 
age in its present form will 
not end toe war,” Mr Wick- 
remesingbe said. “We are 
saying that devolution is 
necessary but that by itself 
it will not solve our prob- 
lems." 

"There should be a new 
poliUcal culture in the coun- 
try. There should be not 


only devolution of power but 
also sharing of power.” Mr 
Wickremesingbe says tbe 
present proposals will cause 
chaos at toe peripber)’ and 
weaken the centre. 

Mrs Kumaratunga has 
little room to manoeuvre. 
.■Uthough she. won an 
unprecedented 63 per cent of 
the popular vote In the 
November 1994 presidential 
election, her People’s Alli- 
ance party has a slender one- 
seat majority in the 22S- 
member national assembly 
and lacks toe maudatorv* 
two-thirds majority to real- 
ise reforms. 

Tbe power-for-peace plan 
proposes the union of 
Tamil-dominated areas of 
the island’s east with the 
Tamil-majority north to 
create a larger territorial 
unit which will account for 


oue-third of the land mass 
and two-thirds of tbe 
couDuy’s coastline, 

it also envisages the 
creation of a separate region 
for tbe country’s 
second-largest minority', the 
Moslems, in tbe multi-ethnic 
eastern province. 

Later, members of tbe 
majority Sinhalese 
commuxuty in tbe eastern 
provnnce will also have an 
option of going their own 
way after a complicated 
process of refereodums. 

Political analysts say 
creating a Moslem region 
could create two problems 
where tbe government was 
tiying to solve one. faced by 
Sri Lankan T amils who are 
the largest minority 
accounting for 12.6 per cent 
of the population. 

Moslems who speak the 


Tamil language in the east 
of the country consider 
themselves a distinct 
community rather than a 
religious group only. 

The Moslem community 
which forms about 7.1 per 
rent of tbe country's i8.Sin 
population, is now divided 
on whether to suppon tbe 
idea of a separate 
administrative council for 
itself. 

Hard-line Sinhalese- 
Buddhist clergy warn that 
there could be more 
lotercommunal and religious 
violence if regions are 
created on ethnic lines in a 
country where more than 
55.000 have been killed in the 
past two decades. 

"The real ethnic war will 
begin if these proposals are 
implemented." said high 
priest Maduluwawe Sobitba. 


He said the clerg>’ supported 
devolution of power on 
economic and geographic 
considerations. But the 
monks are also ideologically 
divided on the issue. 

Mrs Kumaratunga and her 
key minister have said that 
vvar alone will not resolve 
the Tamil separatist 
struggle. Government forces 
are currently engaged in 
opening a key land route in 
the north of the country. 
Meanwhile, the opposition 
maintains that Mrs 
Kumaratunga's political 
package by itself will not 
end tbe bloodsh^. 

With little progress on the 
reforms. Mrs Kumaratunga's 
frustrations were evident 
when she told reporters 
recently that she was willing 
to talk "even with the devil” 
about her political package. 


COLOMBO PORT • by Mark Nicholson 


THE TEA INDQ&^HY » by Amal Jayasinghe 


Growth forecasts Success leads to problems 


are on 

The port heis a 
big geographical 
advantage, but its 
productivity 
needs to improve 

Colombo port has become 
Sooth Asia's hugest, busiest 
and fastest . growizig con- 
tainer port, mostly dint of 
get^phy. 

Sitting sheltered beneath 
India’s southern tip. toe post 
has fast developed -in-' the 
past decade as South Asia’s 
chief shipping hub, feedlngr 
from smaller v^els from 
Burma, Bai^Iad^-and both 
coasts of India, west to Kara- 
chi in Pakistan, and increas- 
ingly East Africa and South 
Africa too, for tr^-ship- 
ment of goods along toe. 
main sea routes- to and from 
Europe, toe Midxile East and 
south-east Asia. 

Hence toe governmrat’s 
excitement about Cidombo's 
prospects, and pr(3)0sal& fin- 
phased tnvestments.of about 
$lbn over, the '-nezt^ few 
years.' 

These, should more, than 
quadruple its ' opereiiug 
capacity by early next cen- 
tury from its current aunrial 
1.5m TBUs : (“twenty-fpof 
equivalent units.”.*‘toe 
industry term for ' sea con- 
tainers). 

The planned inveetmeaits 
would he Sri Lanka’s Uggest 
and most ambitious. . 

But while Ccdonbo's g^ 
graphical advantage is unri- 
valled in the r^on, its effi- 
ciency Is not, accoiffing to 
many leading shipping lines 
using the port In p^cular, 
rates of container ' loading 
and unloading compare 
poorly with the standards of 
ports such as Kobe, Singa- 
pore or, closer to home. 
Dubai. 

Efforts to resolve this, 
rather than simply adding 
berth and crane capacity, 
they suggest may prove the 
most significant determinant 
of Colombo's future. 

To date, however, Colombo, 
has considerably outstripped 
growth forecasts made for it 
earlier this decade. ' 

Against projections that 
volumes might rise by 10 per 
cent or so annually, the port 
has posted increases of 25 
per cent and above in toe 
past two years. 

'Ihrougiiput in 1997 rose to 
TEUs. a 30 per cent 
improvement on tbe year 
earlier - pushing tbe port 
beyond its designed capae- 
itj’. ^ . 

More than 70 per cent ot 
this volume is trans-ship- 
medt. and about 80 per. cent 
of this figure is trans-sbip* 
ment of Indian trad^ chie fl y 
container imports and 
ejtports to and from Bombay. 
Madras. Cochin and Tuti- 
cof in- 

It is largel)’ toe sharp rise 


in trade' with, nei^ibourizig 
India, resulting from the 
countryf S ' recent liberalisa- 
tion. which has fuelled Col- 
ombo's growth, and toe pros- 
. pects for even greater 
increases in iiade, as 
economic refionns take root, 
which feed Colombo's ambi- 
tions. 

. As a .matter of “urgency”-, 
says Ranjith Wickrama-. 
cin gTio^ r’hairman of the Sli 
Lanka Ports Authority, work 
has already begun on 
rebuilding an . aviflting north 
pirn*, currentiy used as an oil 
tenuinal, to add two s^- 
tional container berths to 
OokHubo’s existing five, and 
two additional slots for 
smaller “feeder vessels”. 

The work, to cost $60m 
and financed by Japanese 
OECP aid,- is ejected to be 
complete within 18 mootos 
and would :take designed . 
capacity to around 2.3m 
TEUs. . , , 

Next will come redev^OP- 
meaat of the Queen- Ehzabeto 
Quay (QEQ). Which juts like 
a prot^ve arm -across- toe 
pc^suiouto. • 

But plans here have been 
d<%E^ 1^'di^y and some 
controveiay. Since P&O, toe 
ports shipping group, 
team^ -up .with John Reells, 
one of - Sri Lanka’s biggest 
cohgl<^9)^tes, to submit a 
proposal In' 1995 to under- 
take the $200m prefect, n^o- 
tlations have crawled for^ 
wanL . . 

. The prefect, whieh would 
create three tq^reded,300m 
bert^ from the existizig con- 
tainer and feeds' berths and 
treble container capacity, 
met immediate .and stem 
opposition from the port's 
unimis. who feared the BOT 
project would bring heavy 
Job losses. 

Moreover, the consortium 
is still to finalise “terms and 
conditions” for the project 
with toe govemmmt. Hay- 
ing missed one signing dead- 
line in January, the project 
may not now be finalised 
until March. 

“It's toe first time there’s 
been private sector port 
development in Sri LanW” 
explains ' Mr 'Wi^Erama- 
singdia, .“therefore it's some- 
thing- new -therefore it’s a 
hot subject.” 

When finalised, hpwever, 
.toe development is expected 
to keep Colombo abreast of 
volume growth until about 
2003. Thereafter; however, 
toe port foresees the need 
ibr its most ambitious e]q)an- 
sion, toe creation of what 
would' amount to a new ll- 
berth and 4m' TEU capacity 
port fadli^ to be bunt out 
into the sea adjacent to the 
0^. “It would be Sri Lan- 
ka’s biggest-ever project,” 
says Mr Wickrama^nghe. 

first task would be 
construction of a new break-i 
water, a $350m-$400m project 

which would have to be 


financed by the Sri Lankan 
government because tbe pay- 
back period fin* a breakwater 
far exceeds any viable com- 
mensal lease period. 

. Construction of toe pro- 
-posed 11 berths are then 
expected to be ofiiered on a 
BOT basis to private con- 
tractors. entailing likely 
total investment of $400m. 

. But such ambitions rest on 
toe assumption that Sri Lan- 
ka's geognqxhy will continue 
to make it tbe regiem’s unri- 
valled hub. And many ship- 
ping lines wonder if tbe Sri 
Lankan government is not 
taking its geography too 
much for -granted, and pay- 
ing too little attention to toe 
port's productivity. 

-rrhere may not be such a 
rCK^ fiiture for Colombo if 
things stay as they are." 
says the general manager of 
one big shipping line. ’’At 
the end of toe day, it all 
comes down to crane produc- 
tivity." 

Although the b^ger ship- 
ping lines generally do not 
have to lay over> ships ' 
waiting for berth space, 
there is general dissatisfac- 
tion with the rates at which 
ships -are loaded and 
unloaded. 

The standard industry 
measure of effidency is tbe 
number of crane moves per 
hour - with one move gezier- 
a&y representing the loading 
or unloading of a single TEU 
container. 

For toe biggest ships, with 
the best organised and 
stacked containers. Colombo 
averages about 50 crane 
moves an. hour at best, 
which sibtppers say is just a 
third of the rates at ports 
such as Kobe or Singapore. 

For smaller, less well 
organised ships, toe rate is 
as low as 15 moves an hour, 
according to hue managers 
- below rates at smaller, 
closer ports such as Dubai. 

By common consent 
among the bigger shippers, 
the problems lie both in low 
labour productivity and 
hi g hl y bureaucratic manage- 
ment 

“The port is generally 
overmanned and not terribly 
efficiently run,” says one. 

“It's partly labour and 
partly toe management and 
certainly there's not much 
sign the management wants 
to do much to push on the 
labour front. 

‘“Fbere are efiScient man- 
agers in the port, but above 
you often find the dead hand 
of civil servants.” 

Hie hope among shipping 
lines using Colombo is that 
toe P&O development once 
it gets under way. might 
prod the rest of the port into 
higher levels of productivity. 

And If this is achieve it 
could even reduce the 
urgency for costly invest- 
ments in further berths and 
equipment 
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Despite excellent 
residts last year, 
the industry may 
face great 
diffi culties 

Tea, Sri Lanka’s main export 
commodity, has had an 
excellent year with produc- 
tion increasing and prices 
surpassing all expectations. 
But the surge could also par- 
adoxically spell doom to the 
industry. 

With production increas- 
ing by about 8 per cent and 
export revenues soaring by 
22 per cent the industry 
should record 1997 as one of 
its best years in a long time, 
industry officials said. 

But this year could be a 
difrerent story altogether. 
The party seems to be near- 
ing an end for Sri ijnhan 
tea. As prices rise rapidly, 
toe industry’s leading trade 
union is once again pressing 
its claims for higher wages 
and threatening strikes. 

“Every time we have a 
boom, it is shortplived and 
followed by a sharp fall,” 
said Derek Samarasinha. a 
-senior tea planter, “This is 
probably toe first time we 
have had a slightly more 
prolonged run of good 
prices.” 

He said the wage increases 
demanded by trade unions 
would push tea companies to 
the waO. Tbe main tea-prod- 
ucing companies used to be 
owned by tbe state which 
absorbed heavy losses. But. 
under a privatisation plan 
began in 1995, the govern- 
ment has sold 18 of the 23 
state-owned plantation com- 
panies and the privatisation 
of toe rest will completed 
in a few months, said Mr 
Mano Httawela director of 
tbe main privatisation 
authority. 

Alfhoogh labour has now 
been transferred to private 
owners in most companies, 
tbe tea industry mcpects gov- I 
enunent intervention in toe j 
wage demand issue because i 
of tbe consequences to the ' 
entire economy. Tea has ' 
been the mainstay toe Sri | 
Tjinican economy for more ; 
♦•han a Cffltury- 

UmOT*S are HaTnawriing a 25 
per cent pay increase which 
the managements say is 
unrealistic given the high 
volatility of tea prices. They 
have ofiiered a 12 per cent 
pay rise. Talks with the 
main CeyloD Workers Con- 
gre» union continue. 

Sri Lanka’s tea fortunes 
are mainly due to a drought 
last year in Kenya, a compet- 
ing producer, and a better- 
than-expected demand from 
the Co^onwealth of Inde- 
pendent States, Mr Samara- 
Binhfl said. 

Indian elections have also 
fuelled greater domestic 
Hamanii fijr the tea produced 
in that country - and 
thereby reduced the quantity 
of black tea offered on toe 
world market. Tea exports 
have been trimmed in India 
to keep retail prices down 
and voters happy. 

The weekly tea auctions in 
Colombo, which is the 
world's laigest market saw 
the average price rise to 
SLRS145 a kilo, compared 
with SLRS99.27 a year ago 
with strong buying interest 

“The cuirent price levels 
would not have been fore- 
cast by even toe most opti- 
mistic person few months 
ago,” said Lallith Raman ay- 
ake, director at leading brok- 
ing house John Reells. 

But many feel the bubble 
is about to burst Unusually 
heavy rains in mountainous 
tea-growing regions last year 
could be due to the El Nlflo 
weather phenomenon which 
set ofi droughts this year, 
the industry believes. 

Mr Samarasinha, who runs 
the PusseDawa Plantations, 
said: “We are going to face a 
drought higher wages and 


then we will really be up 
against toe walk This is like 
a sword of Damocles over 
our heads.” He said state- 
owned plantation companies 
collapsed because they buck- 
led under political pressure 
to pay hi^er tvages to some 
800.000 workers in toe tea, 
rubber and coconut estates 
which then made them 
uncompetitive. 

Sri Lanka is the world’s 
lai^est tea exporter, con- 
ducts toe world's bigg^ tea 
auction and is also the 
world's most expensive place 
to grow tea because of toe 
heavy wage component. 

Yet tea is toe country's top 
foreign exchange earner. 
Earnings rose to SLRs3S.lbn, 
in the first 11 months of 
1997. up 22 per cent on the 
corresponding period in 1996. 

Production rose to 252m kg 
compared to 233m kg in 1996. 
Kenya. Sri Lanka’s main 
competition, saw its produc- 
tion fell to l'f3.2m kg in the 
first 11 months of 1997 com- 
pared to 213m kg in tbe cor 
responding period of 1996. 

Tbe flip side is that Sri 
Lanka tea brokers are wor- 
ried that rapidly rising 
prices will drive many con- 


sumers to cheaper teas 
- which could eventually be 
riamag in g for all. 

The Sri Lanka industry 
believes that poor quality 
teas from Argentina and 
Papua New Guinea are 
depressing prices in the 
short term and causing 
long-term damage to the 
industiy. 

“Very cheap, poor quality' 
teas from .Argentina are get- 
ting into the American mar- 
ket,” said Mr Ramanayake. 
“This will eventually hurt 
everyone." 

He said that ready-to-drink 
tea sold in Europe and North 
America actually had less 
than 5 per cent of tea in it 
and that too was very poor 
quality compared to what is 
available elsewhere. 

Once toe pure Sri Lankan 
teas leave the shores of toe 
country, they are often 
blended with cheaper teas to 
bring down retail prices. An 
intenmtional blend of tea 
would typically have a laige 
percentage of cheaper Ken- 
yan and Indonesian teas to 
give it body, Indian tea for 
appearance and Ceylon tea 
to give it quality and charac- 
ter. 





Tea workers: backing wage demands wHh strike threats ptetmRmiter 


We helped 
change the scene. 
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Cejiiiiea the pioneer Sri L'uikaii 
insurance company, arrh'ed on the scene 
9 years before we gained our 
indqyeiidence. It was a wdcome change 
and a source of inspiratioii to al I budding 
Sri Lankan entrepr«ieiu’S. 

Exactly 50 }'ears aga Ceylon, as it 
was known then, gained its political 
independence. did our pan to make 
independence more meaningful to the 
peo(de of Sri Lanka. We helped develop 
our economic independence and make a 
thousand flowers bloom. 


Today we ore diversified into hiiance. 
insurance, the banking industry, 
information technology, property 
developmenL among other things. We are 
one of the bi^est business conglomerates 
in Sri Lanka, eniploving o\'er 11.000 
people and networking through 200 
branches. 

We are poised to help Sri Lanka make 
another change in the 21st centuiy to 
ser\'e our people better. 



CBYLINCO CONSOLIDATED 

'The Finance House' n5. R.Ade Md Niowaiha Colombo 4. Sri Lanl;a 
Tel: (9411 582S22. ®41» 5.95210 Fa.\: (9411 5S2S50. 

E-maili dinirmaii(a‘ce}iiiico.cooiit./k ht^ /V '\\ww.cx»inJk-''ce3liiico 
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Prices fall despite weak economic data Improvement 


\U’ 


GOVERNMENT BONDS 


By Simon Dairies in London 
and John Labate 
in New York 

The sharp recovery in Asian 
stock markets was greeted 
with less enthusiasm in the 
government bond markets, 
where weak economic data 
in both the UK and US were 
not enough to prevent a 
slide in bonds. 

“There’s a good deal 
priced into the markets 
now.” said Andy Bevan. 
senior bond strategist at 
Goldman Sachs. ”1 don't 
think bonds are going to 
lurch in the opposite direc- 
tion. but we ne^ something 
new. or I think will get a 
correction." 

US TREASURIES pulled 
back as stocks surged. By 


midday the benchmark 
30-year bond had fallen g at 
103^{, yielding 5.857 per cent. 

Shorter-term securities 
were mixed. The two-year 
note was down to 
yielding 5.342 per cent and 
the 10 -year note was lower 
at 104^. yielding S.553 per 
cenL but Treasury bills rose. 

The National Association 
of Purchasing Management 
monthly index fell to 52.4, 
suggesting US expansion 
continues to be strong while 
prices remain low - a bullish 
reading for the bond market 

The Bureau of Economic 
Analysis also released flg- 
ures for consumer spending 
and personal income. Con- 
sumer spending in December 
rose 0.3 per cent while 
income rose 0.4 per cent, 
both lower than November's 
figures. 


However, rising US and 
osrerseas stock markets had 
a greater inq^ct on bonds. 

The Federal Reserve Open 
Market Committee begins a 
two-day meeting today, but 
most analysts do not expect 
a change In interest rate 
policy. 

Investors are also awaiting 
Friday’s release of employ- 
ment data. ‘"There’s some 
concern that January's 
employment report might be 
stronger than expected, after 
the warm weather we've 
had.” said Richard Gilhooly, 
strategist at Paribas Capital 
Markets in New York. 

UK GILTS got off to a 
strong start yesterday, on 
the back of news firom the 
manufacturing sector that 
the purchasing managers' 
index showed an absence of 
infiationary pressure. 


Fannie Mae launches 
more benchmark notes 


INTERNATIONAL BONDS 


By Edvirard Luce 
2tfid Samer Iskander 

Borrowers eager to continue 
their hectic funding pro- 
grammes for 1998 held back 
yesterday to make way for 
the launch of an expected 
jumbo issue. 

FANNIE MAE, the largest 
US mortgage lender, contin- 
ued to build its "surrc^te 
Treasury” yield cur\'e with 
the second $4bn issue under 
its recently-launched bench- 
mark note pregramme. 

The 10-year issue, which 
follows the inaugural five- 
year deal launched last 
month, was priced to yield 
25 basis points over Trea- 
suries. This compares with 
19 basis points on its first 
deal, which had tightened 
yesterday to about 16 basis 
points. 


Morgan Stanley, joint lead 
manager with Goldman 
Sachs and J.P. Morgan, said 
the deal was ‘‘substantially’* 
oversubscribed in both the 
US and Europe. 

‘‘These are huge liquid 
deals and investors know 
they have to be a part of 
them.” it said. The spread on 
the bonds tightened margin- 
ally after launch. 

Syndicate officials would 
not confirm the tuning of 
Fannie Mae’s next bench- 
mark deal, but one 
suggested a seven->’ear offer- 
ing would make sense as a 
next step. 

SAM. a special purpose 
vehicle set up to securitise 
mortgages from Bank of 
Scotland, launched a two- 
tranche issue. The deal is 
similar to a transaction 
launched lasf year, also 
through lead manager SBC 
Warburg. 


The bonds are backed by 
“shared appreciation mort- 
gages” or SAMs, which offer 
house owners low mortgage 
rates in exchange for shar- 
ing rises in house prices 
with the lender. Investors in 
the bonds receive below- 
market coupons, but benefit 
fi'om capital ptma when the 
houses are sold. 

Yesterday's deal was 
offered to US investors 
funder Rule 144a of the Secu- 
rities and Exchange Com- 
mission), who are expected 
to buy up to 30 per cent of 
the issue. 

AMERITECH, the US 
regional phone company, 
increased its debut eurobond 
from a planned $500m to 
$TS0m after consultation 
with investors. The deal, 
which will partly finance the 
group's recent $3.2ba acqui- 
sition of a 42 per cent stake 
in Tele Danmark, was priced 


Richard Iley, UK econo- 
mist at ABN Amro, said; 
“Manufacturing really is in 
the doldrums. And the trans- 
actioD impact of strong ster- 
ling is going to be a long 
drawn out awrt painfpi affair. 
A technical recession is a 
definite possibility.” 

The short end of the yield 
curve responded favourably, 
but the longer-end was hit 
by the early weakness on 
Wan Street, and the March 
contract settled % lower at 
12314 on li^t volume of just 
34,000 contracts. The yield 
spread against bunds wid- 
ened to 1 basis point to 110 . 

Mr ney said: “It is too 
early to say that we’ve seen 
a p^k in interest rates. But 
1 don't think that well see a 
rise this week.” The mone- 
tary policy committee will 
deliver its next pronoonce- 


ment on rates on Thursday. 

GERMAN BUNDS spent 
most of the day in positive 
territory, supported by 
greater optimism over the 
political outlook for Presi- 
dent Clinton and speculation 
that Thursday’s unemploy- 
ment data would paint a 
gloomy economic picture. 

The March future bad 
risen 0.17 by eariy afternoon, 
but it turned lower on the 
back of Wall Street and set- 
tled down 0.08 at 106.43. 
Activity remained subdued, 
with about 107,000 contracts 
traded. 

Analysts expect support 
for the market, given the 
possibility of weak unem- 
ployment data and the con- 
sensus tiiat there will be no 
move on rates this week. 

ITALIAN BTPs were 
rocked by comments by 


Theo Waigel. Germany's 
finance minister, suggesting 
Spain was in line to join 
European monetary union 
but Italy still had to answer 
fsais over its commitment to 
budgetary t^tening. 

The l/bxtii f utu re opened- 
lower and settled down 0.14 
at 117.27, but the yield 
spread against bunds was' 
stable at 4i basis points, si%- 
gesting the market remains 
confident of Emu member- 
ship. 

Nonettidess, a sharper fail 
in short-dated bonds Indi- 
cates fears that ' interest' 
rates may remain* high* Mr 
Bevan said: “The best guess 
is that the long-expected rate 
cut is not going to arrive 
until the Emu decision is 
made. The Bank of Italy 
seems to want to hold some- 
thing back in reserve.” 


New international bond issues 
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to yield 46 basis points over 
five-year Treasuries. 

ABN Amro, joint lead 
manager with Merrill Lynch, 
said demand was particu- 
larly strong from Belgium, 
where Ameritech is known 
for its 18 per cent stake in 
Belgacom, the local tele- 
phone company. 

CADES, the French state- 
backed entity set up to man- 


age the social security s^ 
tern's debts, launched its 
expected SFrSOOm issue of 
five-year bonds. UBS was 
lead manager. 

Cades said the deal was in 
line with its “willingness to 
enlarge its investor base”. It 
is planning to issue FFrSObn 
to FFr60bn of bonds this 
year, depending on market 
conditions. 


Last year, the government 
added FE^:8^ to the initial 
debt of FFri20bn for Cades 
to manage. The repayment 
schedule was extended by 
five years to 2014. B^lt 
Jolivet, chairman, recently 
said Cades would maii^ its 
debt more 'actively in the 
next three years, to adapt 
maturities to the new profile 
of its liabilities. 


in emerging 
market debt 


By Edward Luce 

Emerging market debt 
-appears to* have turned the 
comer, with secondary bond 
prices c Qptfnriiwg to improve 
y^taday fbllowinglhe rally 
triggered by last week’s 
agreement to reschedule 
South. Korea's short-rterm 
debt labilities. 

Fitch IBCA, the recently- 
merged credit rating agency, 
yesterday recc^nised South 
Korea!s new;-found stability 
by upgrading its sovereign 
credit rating by five notches 
to BB-I-. The country is 
ejcpected to re^ln invest- 
ment grade status once the 
fonn^ loan exchange is com- 
pleted by early ApriL 
. ’TKorean] access to inters 
national capitsl markets and 
export credit lines should be 
eas^ significantly by the 
conclusion of the bank debt 
(feal,” said the agoocy. 

The J. P. Morgan emerging 
market bond index tightened 
to a yidd spread 'd 530 basis 
points over US Treasuries by 
late afternoon in London, a 
significant ingirovement on 
the range of 550 to 630 basis 
points seen before last 
week's agreement in Seoul 

*Tbe market trend is defi- 
nitely improving, but at 
what speed and to what 
degn^ is still uncertain,” 
said an at a US hank 

in: London. “Things could 
stDl ^ wr o ng in Russia and 
we have not as yet had a 
resolution of Indonesia's 
short-term debt problems.” 

The rally has been . led by 
buying of Asian sovereign 
and quasi-sovereign bonds, 
with the Korean Develop- 
ment Bank’s 10-year dollar 
bond ti^tening to a yield 
spread of about 320 basis 
points yesterday from mmre 


than 900 basis points 'before 
Christmas. Petronas. the- 
Malaysian oil company, has 
seen its bonds tighten , to a 
yield spread of about 250 
basis points over lO^year 
Treasuries from 350 points at 
its low point 

gitniiar spread improve- 
ments - of between 30 and 
SO per cent - have benefited 
most emerging market 
instruments in ' the ' past 
three weeks • and especially 
over the past five days. Of 
the liquid instruments 
only Russian -principals, {res- 
cheduled debt originating 
frtxn the Soviet era) are trad- 
ing below the levels at which 
they began the y^. . 

“Broadly speaking this is a 
rally, but 1 would suggest 
emerging market debt is 
trading at the top of its exist- 
ing range rather than in a 
new and better range,” said 
Richard Grey, chief emerg- 
ing markets economist at 
Rank of America. 

Analysts say most bench- 
mark bonds are still trading 
at bid/offer dealing qireads 
of between 50 and 100 basis 
points. This is an indication 
of a continuing lack of 
liquidity in the market, 
although traders confirm 
that turnover is at its high- 
est so fiar this year. “Last 
Friday was the first day tills 
year you could call a lively 
market,” said <»e offidaL 

Syndicate heads say it will 
take some time for big 
emerging market borrowers 
to return to the primary 
market in a substantial way. 

Some, however, draw com- 
fort from the positive 
response show to Argen- 
tina’s recent deals. Brazil is 
set to follow its neigldxnir 
with a debut euro-denomi- 
nated offering shortly. 
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EMERGING MARKET BONDS 
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BOND FUTURES AND OPTIONS 
France 

■ NOTIQWAL FRB4CH BOND FUTURES gilATIF) FFrSOOJXIO 

Open SeU price Change HHgh Low BSL vol. Open inL 
Mo- 103.02 103.02 - 103U4 10230 3a944 137331 
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.■ LONG TERM FRENCH BOND OPTIONS (MATIF) 
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Weight of numhers becahns the dollar 


markets report 


By Richard Adams 

Thfe US - dollar traded 
sluggishly against the other 
major currencies on foreign 
33EChange markets yesteiday. 
t hanks to a combioatioii of 
political and economic 
uncertainty. ■ ■ 

The dollar was little 
^»Qged against the yen^ the 
D-Mark and the pound dur- 
trading in Europe, as 
diplomatic activity over Iraq 
continued and the 
awaited interest rate deci- 
sions later this week in the 
UK and the US. 

The Canadian dollar main- 
tained most of its gaijas 
against its US counterpart, 
following the Ranir of Cana- 
da’s suiprise interest, rate 
increase. 

In Asia, a wide-spread 
recovery in equity prices 
helped produce gains in sev- 
eral currencies there, '^e 
best peribrmance came from 
the Thai baht. 


The baht strengthened 
fltnn BtS2.75 from tbe-dose 
of trading oh fkiday,- to 
BtSO.95, idbaig'with gaiiia 'hy 
other r^onal currend^. 

■ .Hie DS dollar seems- ’to be 
carrying the ot the 

world- on its shoulders this 
we^ leaving currency ana- 
]y5ts.“like deer caug^ in the 
headli^ts of on-coming traf- 
-fic." accarding- to' Mike Wal- 
lace at JfikilS IniUbodon. 

Ihe possibility, of military 
actioa against Iraq, the scan- 
dal mvolviz^ Preddent Bin 
Clinton, the meeting of the- 
-Federal Reserve’s monetary 
policy committee- starting' 
today, and an important set 
of eixq>l(tyment figures to be 
released on Friday all add to 
the nncertainty surrounding 
..the -dollar; whmi many ana- 
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lysts were still digesting last 
week's crop of economic 
data and speeches. 

~ “Hiere's so much w the 
table today, and so much 
informatioa out last week," 
said Mr Wallace. 'Teopie are 
stiU trying to-sort out what 
all the inyilications are.” 

Only pnfit-taklng against 
the 0-Uazk, the impact 
of the Bank of Canada’s ded- 
don to raise interest rates, 
caused much movement in 
the ns curreDcy. 

Paul. Me^yesi, foreign 
exchange analyst at Deut- 
sche Morgan Grenfell in Lon- 
don, points out that the US 
c u rreat account deficit looks 
set to rise, while outyot and 
interest rates in Germany 
are likely to go hidser than 
in the US. 

. ”1^ b^ perplexed, to be 
honest, by how bullish the 
market remains towards the 
dollar,” Mr Meggyesi said. 
“People still semn to believe, 
that c'yclical ' forces are 
stacked up in favour of the 
dollar.” 
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■ Hikaru Matsunaga, 
Japan’s new minister of 
finance, looks to be more 
conservative than his prede- 
cessor. Hiroshi Mitsuzuka. 

. Comments over the week- 
end. from senior officials of 
j^)an's ruling Liberal Dmno- 
cratic Party, bolstered the 
yen by wiUirig- for aHditinnal 
economic stimulus mea- 
sures. Hiromu Nonaka, the 
LDP’s acting secretary- 


general, on Sunday proposed 
a further Ye.OOObn supple- 
mentary budget for 1993 to 
help the economy. 

But Mr Matsunaga 
sounded cautious about tbe 
proposal, saying the fiscal 
plans in the 1997 supplemen- 
tary budget and the current 
1998 budget were the best 
policies a\i’aiiable. 

Tbe dollar dropped to an 
intraday low of Y136.18 in 
Tokyo, but drifted higher 
later in tbe day. In T London, 
the yen stayed firm, and 
closed at Y126.76. 

The D-Mark made a recov- 
ery against the yen in Euro- 
pean trading hours, after the 
Gennan unit had weakened 
to Y69.07 in Tokyo as ana- 
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b'sts began to look at the 
impact of .Asia's slowdown 
OB Europe's exports. 

■ Asian currencies rallied 
strongly overnight, helped 
by soaring stock markets on 
the first day of business 
after the Chinese New Year 
holidays. 

Tbe liquidation of long 
dollar positions, after Thai- 
land's removal of its two-tier 
foreign exchange system last 
week, helped the firmer sen- 
timent. The Thai central 
hank which ended the eigdit* 
month old two-tier market 
system on the baht said it 
was satisfied with the cur- 
rency’s performance. 

The former system sepa- 
rated baht trading into dis- 
tinct onshore and offshore 
markets, with the aim of 
denting international inves- 
tors access to baht supplies 
in Thailand. 

The baht was subse- 
quently floated, and lost 
more Than 50 per cent of its 
value against tbe dollar. 
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COMMODITIES AND AORICULTURE 


Threat of action on Iraq limits slide in oil 


MARKETS REPORT 


By Gary Maad 
and Kenneth Gooding 

Contradictory signals over Iraq 
kept crude oil traders on tbeir 
toes yesterday. The proposal on 
Sunday by Kofi Annan. United 
Nations secretary general, that 
Iraq should be allowed to increase 
the value of its six-monthly oil 
e}cports from t2hn to $5.2bn. bad a 
bearish impact on prices. 

Brent blend for March on the 
International Petroleum Exchange 


opened l cent lower at $15.95 a 
barrel and slipped to $15.71 in 
later trading. 

IT the new deal is agreed - and 
the US ambassador to the UN 
gave it ofScial backiDg yesterday 
- the additional Iraq exports 
would add to the glut on world 
crude oil markets. 

But specialists felt yesterday's 
slide would have been even 
greater without the growing 
threat of US-led military action 
against Iraq, to force President 
Saddam Hussein to cease banning 
UN weapons inspection teams. 


Soft commodity futures on the 
London International Financial 
Futures Exchange were weak. 
March cocoa closed unchanged at 
£1.031 a tonne, while March coffee 
ended $23 down at $1,735 a tonne. 

However, a report from Colom- 
bia that it expects to lose more 
than 20 per cent of its 1997-98 
arabica harvest because of 
drought helped boost coBee on the 
Coffee. Sugar and Cocoa 
Exchange in New York. By mid- 
day. the March contract was 3.S5 
cents hi^er at 178.25 cents a 
pound. 


Jorge Cardenas, head of Colom- 
bia's Coffee Growers' Federation, 
said he expected a crop of 10.7m 
60kg bags against tbe earlier fhre- 
cast of I2m bags. 

On thft London Metal Excban^ 
lead, a metal used for bat- 

teries, rose by nearly 2 per cent at 
one stage to $537 a tonne. It then 
retreated to close at $530, up $3 a 
tonne from Friday's close. 

Biniton Metals. In its weekly 
report, suggested there was still 
potential tor the pl^ieal lead 
market to tighten in the short 
term. 


“Reported stocks are still 
uncomfortably low at just above 
four weeks' worth of consump- 
tion. Any marked det»1oration in 
the weather would - even allow- 
ing ibr the hi^ of us bat- 
tery stocks - result in a surge In 
demand that would in turn draw 
stocks to critically low levels and 
move prices shai^ hi^i^. 

Th short, the market may have 
a window of opportunity in which 
it could enjoy the benests of a 
period of bi^er prices, althou^ 
it is one diat will not remain open 
for v^ mudi longer.*' 


. Almwiwiiim $8 a 

higher at $1,640. However, tbe 
GNI brokerage, in its monthly 
report siiggested tbe outlook was 
bearish because of tbe threat oi 
destockzog in Asia and tbe fact 
that most of the surplus metal 
would be 'tramsfeired to LME 
-warebouses. GNI said aluminium 
mi^t fan to $1,350 a tonne during 
the first quaiW. 

The brokerage is ' predictiDg a 
supply surplus of 400,000 tonnes 
this year, although most of this 
would be caused by invisible con- 
sumer stb^ movements. 


Farmer takes on traders overjump in silver price 

Canadian investor accuses Phibro and others of manipulation, but the charge has been denied 


T he silver market has 
been awash with sto- 
ries of manipulation 
for months. Now a lawsuit, 
rded in New York, has 
accused Phibro, the com- 
modity trading arm of the 
Travelers financial group, 
and unnamed other parties, 
of shipping stocks out of oSi- 
clai vaults and into undis- 
closed ‘T>lack holes” to drive 
the price higher. 

Phibro has rejected and 
refuted tbe allegatioas. It 
says it has not removed any 
silver from Commodity 
Eschwge of New York ware- 
houses, let alone sbif^ied it 
overseas, in the past 18 
months. 

The person making the 
allegations is Kerry Seale, a 
Canadian who lives in 
Abbotsford, a far ming com- 
munity about 45 miles east 
of Vancouver. 

Mr Seale has declined to 
discuss the action directly, 
but Christopher Lovell, his 
Manhattan-based lawyer, 
says liis client is simply a 
farmer who sometimes 
trades commodities and who 
lost tens of thousands of dol- 
lars when the silver price 
surged last year. 

Suggestions that Mr Seale 
has an ongoing “short" posi- 
tion. or is part of a b^ger 
group trying to drive the sil- 
ver price back down, are 
hotly denied. 


COMMOOmES PRICES 


“He's out of all positions. 
He's a farmer who lost 
money in the market 'That's 
all he is." says Mr LoveD. 

Mr LoveU needs less intro- 
ductioD. He hit the headlines 
about 15 years ago. when he 
won a lawsuit on b^ialf of a 
retired Detroit businessman 
who lost money in the 
potato futures scandal, 
which saw two big proces- 
sors default on delivery. A 
New York jury awarded 
8460X>(X> in damages, which 
were automatically tripled 
under antitrust lavr. 

Since then, Mr Lovell has 
successfully represented 
class action plaintiffs in 
a number of commodity- 
related scandals, such as the 
Femiazl soyabean debacle. 
Most recently, he was one of 
four co-lead counsels in the 
antitrust suit against securi- 
ties dealers on the Nasdaq 
market, which was settled 
by 30 Wall Street firms for 
about $lbn late last year. 

There is no denying that 
there has been a sharp 
run-down in visable silver 
stocks held in depositories 
registered with Comex, the 
world’s only silver futures 
market 

According to the New 
York Mercantile Exchange, 
which runs the Comex silver 
market, stocks fell from 
186m ounces in mid-year to 
110m ounces by the end of 


Sliver’s surge 


SBver price, IBM (eenb per troy ouhc^; 
650 



400 


SwrccO— BmiL/lCV 


December - tbe lowest level 
in 12 years. 

It is also a fact that a laige 
portion of the outflow came 
from warehouses owned by 
Repubiic National Bank of 
New York, part of the pub- 
licly quoted Republic hold- 
ing company in which finan- 
cier Edmond Safra holds a 
stake. 

Republic stocks fell from 
78m to 34m ounces in the 
second half of 1997. a 56 per 
cent reduction compared 
with 40 per cent for Comex 
stocks overall. 


Mb SB 


Also, according to US 
Treasury records, a good 
part of this rilver - more 
than 60 per cent of US 
exports between May and 
October, a higher proportioa 
than usual - went to 
London. 

R epublic declines to 
comment on the 
Seale suit, in which 
it is not named as a defen- 
dant. However, Patrick 
Thompson, chairman od 
Nymex, says there is no 
basis for allegations of 


Collapse in demand from India 

Demand for rilver in Xndhu the biggest market for the 
metaU has because of the hi^ pritt in fire local 

eurreney, writes Kenneth Gooding, hidia absorbs about 
4,000 tonnes of silver a year, about 17 per cttt td western 
world falnieafion riMnamri. 

“Dealers report that thtte has been virtnally no rigmawi 
over the pest fonr to six wedts,** said vamai Naqvi. analyst 
at Macquarie Equities, part of the Anstralim banking 
group. 

“Indian silver demawri is not expected to pi^ up until 
local price foils below Rs7,500 a kilo Iron^ily $5.20 a tit? 
ounce plus the local premiiiml'' Bfr Naqvi 

The Indian ^ee is at present about RsB,500 a kilo or $6 
plus the premhxm. hi London yesterday, ^vw prices were 
volatile again and closed at $6.^ an ounce, up 14 cents 
from Fridi^s close in Londcm. 

Mr Naqvi said the sttution in India tiiat pric^ of 

$6 ‘‘are going to be inaeasfngly difiienlt to wiaiwtain in tiie 
context of a shnnp in physical silver damanri awd increased 
supply. We expect silver to foO towards $5 ah ounce m the 
second half of this year." 


manipulation. Tn a period of 
demand overseas ... it would 
be extraordinary ... if stocks 
were not being withdrawn 
from exchange-registered sfl- 
ver depositories,'* he adds. 

Mr Lovell is not smpriaed 
by the Nymex statement. 
“They are a great institu- 
don, but they are not infant , 
ble . . . 'Ihe rational manipu- 
lator may be a step ahead of 
the exchange." 

Hie crux of Nymex's argu- 
ment is that a higher Lon- 
don ^ot price attracted the 
silver. But. says Mr LoveU: 


“There are some pretty 
smart people who don't take 
a few cents as an infoUible 
proxy for demand. It could 
be- that (industrial users] 
have been consuming Comex 
silver - then our complaint 
is wrong. But for now, : we 
have good grounds ... to 
allege hoarding. ” 

Where this is alleged to 
have occurred is left vague, 
but JJP.Mmgan and Credit 
Suisse depositories in Lon* 
don are cited as destinations. 

Martin Armstrong, a fund 
manager and a dirwtor of 


tbe Princeton Economic 
Institute advisory group, 
suggests: "The only way 
these manipulations can be 
prevented is for London and 
Zurich to disclose ftilly all 
inventories on a daily basis, 
as is the case in New York." 

P eter Fava, pbatrtnuTi of 
the London Bullion 
Market Association, 
points out that silver is not 
very valuable and is stored 
in 30kg bars that are not 
easy to hide. So any conven- 
tional warehouse with three 
or. fotir security staff is 
secure enough. “You could 
hide a large amount this 
way.** 

Mr Fava insists no LBMA 
member has done wrong. 
The Rariic cf England, which 
is Ultimately responsible for 
supervision of the London 
silver market; says it is tak- 
ing' an interest because of 
the various rumours and 
reports, while the US Com- 
XDDdity Futures Trade Com- 
mission has intensified its 
surveillanoe of the market 
Meanvfiiile. Mr Armrirong 
points out; “A silver squeeze- 
has been attempted many 
timftg in the past and each 
aprt every Hma it has ended 
In sheer disaster.'* 

Nikki Tait and 
Kometii Gooding 


Coffee 
futures 
exchange 
for India 

^ Kuhal Bose bt Calcutta 

India's domestic coffee 
i Viiiw ' i ts exidiange is set fo 
begin trading by tbe end of 
this month. The ■ new 
exchange, the - Coffee 
F u t ur es Exchange of India 
(CFEl), is located in. the 
southern city of Bangalore 
Huri initially will have capi- 
tal of Rs20m ($518,000). 

The exchange is planning 
four Mwris of membexAip - 
ordinary, trading, - trad- 
ing/clearing and institu- 
tional clearing. Since Ihdia's 
domestic consumption' of 
coffee Is low, the market 
depends on exports. Vfiay 
Dndeja, chairinan- of Para- 
moimt Marketing, a brokiiig 
honse. said the esriiange's 
hedging faculties . would 
attract exporters. 

The exchange will start 
with ne arly 50 members, 
and the CFEI is putting - in 
place infrastructure to han- 
dle “a large volume of da^ 
trading**. 

The b^hmiag.of domestic 
coffee fntnres tiadjiig will 
coincide with the peak mar- 
ket arrival of 1997-98 season 
coffee. The crop, which was 
earlier estimated at a hum- 
per 240,000 tonnes, baa been 
damaged by anseaMnal rain 
in November and December 
and berry borer and riem 
borer diseases in the 
south era state of Karnataka. 

According to the Coffee 
Board, the c ur ren t seasm’s 
crop will be 228,000 tonnes, 
including 97,500 tonnes of 
arabica and 130,500 
of robttsta. India produced 
205,000 tonnes of coffee last 
year. 

However, grower s contend 
the 1997-M crop wUl be 
much lower than the revised 
estimate of the board. React- 
ing to the growers' . com- 
plaint about the official crtg) 
monitoring system; 'the 
board is ftlnlring of appobat- 
-ing an independent agency 
to estimate the crop in the 
fatnie. 


BASE METALS 

LONDON METAL EXCHANGE 

(Price# Mm Arrdf^naad Mciai TMr>g) 

■ AUIMNIUM, se.7 PURrrr cs per lonne) 



Cwb 

9 ulCtn 

Oose 

1617-8 

1536-7 


15iaS-14J 

1534-35 

HighAow 


154W1S20 

AMOflictal 

16035-7.0 

1526-26.5 

Kerb clcsa 


1538-40 

Open m 

254.581 


TotW dtoy (unaw 

56.163 


■ ALUMMUM ALLOY (Spwtonnto 

Close 

1332-7 

1356-7 

Previous 

1325-35 

1360-55 

Hl^i/low 


1456/1450 

AM (Dfficito 

133OC0.5 

1354-55 

Kerb dose 


1455-8 

Open inL 

3503 


Total dafa wnovB' 

2.185 


to LEAD (S per tonne) 


Cioee 

S2£5-aS 

5335-3.0 

Rsvnia 

519-20 

5235-29.0 

HgMow 


537/529 

AM Official 

524-24.5 

53647 

Kerb dose 


529-30 

Open U 1 L 

3£707 


Total dsly lumover 

13SCG 


to NICKEL (5 per tonne) 


Clow 

5445-56 

5530-40 

Previous 

53T0-20 

540(7-405 

High/low 


555Q/S400 

AM Ofltaal 

5420-25 

S495-5(» 

Kerb ciosa 


5520-25 

Open InL 

58,631 


Total daly turnover. 

23192 


to TIN (5 per tonne) 




Spot 1S385 3nBB 163M6nts laaiSrts 1S169 
■ HIGH ORAD6 COPPB) (COMEX) 



Sea 

Daye 




Qpae 


price ctangi 

ngh 

Lorr 

1M 

tai 

M 

76.9 

-015 

7340 

7340 

397 

2482 

Her 

78J5 

-345 

8320 

7320 

6351 32.414 

Apr 

79.35 

-335 

8(X9 

7920 

94 

1324 

may 

79.20 

-345 

8D90 

7375 

781 

7.4S0 

Jun 

809 

-3.40 

8120 

99 

29 

1573 

Jol 

Tefal 

3335 

-340 

6150 

802a 

416 

5.102 


PRECIOUS METALS 

■ tOM>OIX BULUON MARKET 

(Price# auppPed by N M R mi BOilM) 

OoMn'roy oz] S price £ equlv SPr equiv 
Close 3IU30-3Q2.e0 

Opening SIUOIMOIM 

Mcrrh^ fri 303.00 18S.333 44B.077 

AlMmoon n# JD1.S0 164.260 445.466 

High 3M.50-XBKI 
Day's Low 301A)-»1SO 
RevtOus Close 302^-303.30 

Logo Ldn Moan GoW LenAig Rats# (Va USS) 

1 month 3S4 6 mottths 3.64 

2 months 3S2 12 months .,.-..-3.52 


3 montta ........ 

se ve r Hx 
Sp« 

3 months 
6 months 
1 year 
QoM Cohn 
Krugoir^ 
Maple Leaf 
New Sovereign 


-3.77 
pVtroy 02 . 
382.65 
360.00 
378.30 
379.05 
S p rt cff 
302n0005.00 


US CIS equlv. 
S25.Q0 
617.95 
612.45 
609.15 
£ eouiv. 
184.5-186.5 


Precious Metals continued 

■ goto COMEX <100 -hoy Sfttoy <aj 

6en DeTs QpM 

prke dang# High Inf 1M tot 
m 3(04 t«s 3M2 301.6 3.671 3SS3 

■■ 3048 40.4 2968 2990 4 9 

far 30S.0 40.4 30UI 3(a: 37.551 73.944 

JUa 3078 *<LS 307S 305.1 1,064 14,777 

fag 3065 tO.5 3S.0 907.6 23 6.407 

Oel 310S *0.5 310.9 3109 2 92t4 

Tota 

PLAT1MUW NYMEX (50 Troy OZ.; Shroy ozj 



982.0 

-+39 

3938 

3831 

744 

9X60 

-M 

9930 

+4.1 

9605 

3830 

11 

TS 

Od 

969.0 

+4.1 

_ 

- 

1 

346 

Jn 

3930 

+41 

_ 

- 

4 

14 

Tefal 





757 13367 

to PALLADIUM NYMEX (100 Troy oz.;S«ays) 

Mv 

29315 

+346 asm 237.50 

225 

3768 

JW 

29315 

+325 arm 23sm 

66 

678 

Sep 

234.15 

+92S 23300 23im 

10 

232 

TMI 





235 


■ SILVER COMEX BiXia Tfoy k CeresVov oz.1 

Feb 

6233 

+130 


_ 

20 

26 

MV 

6242 

+1£3 

6260 

6115 33.641 61.102 

fay 

6233 

+11.3 

625X) 

614.0 

£337 1Z188 

Jii 

6212 

+133 

6240 

6160 

4jn3 11.150 

Sap 

6176 

+93 

619.0 

6162 

521 

4.394 

Oee 

5144 

*39 

6193 

6130 

416 

9432 


Close 

5170-60 

5210-15 

Previous 

517M0 

5210-15 

HIgMow 


5215^160 

AM Offldal 

S140-4S 

5190-95 

Kerb daw 


5215-20 

Open int 

13,658 


Total daHy lunow 

4.111 


to ZINC, special higli grade (S pv tonne) 

Cioea 

1096.5-7.5 

1121-2 

Previous 

1109-10 

1133-34 

HIgMow 


1141/1114 

AM Official 

1101.5-2.0 

1126-27 

Kerb clow 


1117-6 

Open Int 

71,767 


Total ddly bsnow 

27X49 


■ COPPEfL grade A (6 pv tome) 

Clow 

1737X-8.S 

1764 -4X 

PreviQis 

1730.5C1X 

1757-58 

HigMaw 


1770-1754 

AM Official 

17333^.5 

1760-61 

Kerb clow 


1764-5 

Open Im. 

150X33 


Tofal daey tunow 

39.411 


to LMS AM Official fiffi latK 1.6328 

LME Clodiv WS rates 1.6370 



Tetoi 

ENERGY 

■ CRUDE OB. NYMEX (1C00 ban^ 

Utnt Bey’s Open 

price eluga ngb Inv \M M 
Her 17M -0 15 1731 16.70 63.73? 64.791 

far 17.23 -0.14 17.40 16S0 23S90 50,673 

MW 17.42 -0.13 17.53 17iE 6.4S6 30^89 

JW 17.60 -an 17.M 1726 7.609 44.400 

M 17.64 -002 1005 1753 2262 20590 

fag tOOO - lOtM 17.66 725 IS^S 

TotM 10^13416293 

■ CRUDE OIL IPE 

istoal Ooft Opel 

price ctanpe Mpb lew Vei toi 
Mv 1552 -0.14 15.S6 15.46 22,724 64.961 

Apr 15.99 -0.12 16.02 15.63 11,427 44349 

May 1020 -010 1622 ISOS 2399 10236 

Jim 1035 -aiS 1037 16.(S 3.105 20S9S 

Jul 1637 - 1049 1621 2567 11,92 

Asp 1646 -OJS 16.49 16 40 tOO 0236 

TOttI S/V 

■ HEATtolGOa.(IT5IB( (41000 (Sgmj CVS Mb) 


Apr 

Hay 


Apg 

Tctol 


Lalest Day’s 
price c6i^ lUpi 
47.45 -066 4060 
4795 -0S6 4650 
4825 -056 4050 
4855 -021 4085 
4955 -056 4915 
49 85 -051 49 95 


IMT 

4650 
4729 
47.70 
4600 
48 70 
49.60 


GAS OIL FE (Shontet 


Qpec 
VH Itf 
26536 57X36 
5548 Z3.630 
1535 14.981 
1.344 16,336 
1515 11,443 
626 7,994 
90290171538 


Silt 
price 
M 142.50 
Itar 14450 
An 14079 
■lay 14750 
Jos 14925 
JUf 15150 
TcW 

■ NATURAL 


Day’s 

cfangs nm 
-2.00 143.75 
-1.50 14525 
-£00 14650 
-225 14600 
-229 14075 
-2X5 15150 

GASIP6|15(S 


OpCE 

Umt M W 

140.00 8.999 22.384 
141.75 7205 17A49 
14350 897 10784 

145 75 S9T 6513 

14750 1533 12.643 
14950 267 3,746 

nto a/a 

eeme pace mftttm 


Mar 10.400-0250 10 600 10400 |3S 2.015 

Apr 9580-0120 10050 9.960 99 2.030 

Tctol 445 11269 

■ WA'niRALQASIWIilE<n0500iCBaat;Sftt«ait) 


Mar 

Apr 

May 

Jm 

Jol 

Aug 

IMsI 


leim Dsyto 

prtce clHfqp Mplt Lew 

224044USI 2380 
£360 +0.103 £390 2290 
2.355 +O.072 £400 2290 
£360 +0095 £405 2200 
£370+0565 £400 £310 
£370*aOSS £400 £320 


Open 
Vel tat 

33515 3SX/I 
8579 12467 
3572 1£437 
2567 10578 
1512 10531 
1585 ia773 
SSAS8W.W 


■ UNL6ADB3 GASOLINE 
MTMEX (<£000 05 gate.; PlfigMa.) 


89.00-71.00 42.00-4350 



LsfaH 

Dayto 



Opeo 


price ebnge 

Im 

W M 

■v 

6190 

-340 

5325 

S2X5 23,745 33,916 

Apr 

6556 

-flWl 

53K 

53m 

7593 13454 

May 

5555 

-305 

5395 

5519 

£406 1£D46 

Jn 

55.70 

-0.05 

537D 

54.90 

1.603 10X36 

Jid 

65XD 

-315 

5320 

54.75 

1J84 3962 

Ang 

Tntol 

5445 

-325 

54.45 

54X0 

410 4X21 
51X64 97,162 


GRAINS AND OIL SEEDS 

■ WHEAT UR^ (100 tonnes; £ per tprms} 


ScE Deyn 

laiuB rtw^ Lew 


VG 


Ops 

tot 


SOFTS 

■ COCOA UFTE (10 tornic Eamrwjr. ■ 

fas Den fan 

pries Bril Luif W M 


far 

8370 

+0.60 

6060 80X0 

54 

£317 

far 

1031 

_ 

1039 

1027 

674 S£382 

m 

fay 

8£7D 

+0.85 

6370 61X5 

102 

9XIM 

far 

1063 

-1 

1061 

1046 1,ie 24,0n 

Apr 

JV 

84.70 

+386 

- — 

— 

556 

ja 

1073 

-1 

1061 

1070 

173 1£7W 

Jw 

Sep 

8375 

+0.7S 

- - 

. 

63 


1IB4 

-1 

106 

tosi 

424 23JU1 

fas 

Ear 

8£75 

*375 

- - 

- 

1,492 

fas 

1120 

_ 

1129 

im 

210 2BA19 

Oct 

Total 




ia 

•315 

Mv 

1146 

+1 

1162 

1144 

3^23,im 

Dee 

■ WHEAT CRT (S.OOObu min; cenb/SCEs tHoM) 

Tew 





TJW+avn 

TBfal 


far 

34350 

+325 3M.00 33im 

6X63 50X30 

fa? 

3S£m 

*4.75 »3m 544X0 

£067 17.144 

Jul 

35350 

+5X5 363ffl 3520) 

£197 21276 

Sep 

mm 

+4.m 363m 360X0 

22 2X36 

Dee 

377X0 

+300 377X0 370X0 

405 4,183 

JN 

3S7XD 

- 387 JO 367.50 

1 2S 

TeW 



line 13316 

■ MAIZB CBT (6,000 bu nlit cerraffiOb bwheQ 

Mv 

2^ 

*£50 276X5 272X0 23680139X67 

fa? 

28£50 

+X2S 26125 Z79X0 

7X43 64J8G 

fa 

366 m 

+£25 269X0 36300 

6,n>6 73406 

SAP 

28300 

+3X5 28350 2822S 

4N 9X34 

Oee 

283m 

*£S0 20350 28£XS 

4XZ7 45X93 

Mv 

29£m 

+2X0 250X0 988X5 

272 2.716 

TWN 



4301 saXN 

to BAfU£VUFF6<l(X7(armaKepvierviW 

Mv 

7590 

*325 

- 1.086 

itoy 

7310 

+346 70X5 76X5 

5 46 

top 

7340 

+350 

6 

Eev 

6040 

+050 

- 263 

fai 

6£40 

+350 

- 72 


to COCOA CSCE (10 toms; SOonnes} 

far 

1564 

+« 

1568 

161 4X79 17X6 

far 

1537 

+X 

1603 

156 £083 31X6 

Jul 

1BZ7 

+7 

1632 

1616 76 6X6 

fap 

166 

+« 

1668 

166 3S 3622 

Dec 

186 

«• 

156 

786 179 17X6 

far 

1717 

+C 

1714 

1714 27 9X02 

TeW 




7X71 6X6 

to COCOA OCC^ (SDR's/teme) 


Jm 80 Ptfep toiK 6ty 

OaPy 122552 1240.65 

■ COF«E LfFre (5 tonnss; Shptwe) 


TOtol 5 I5B 

■ 8OrAB6ANSC8Tft0Clli6BBh;cga«»nefa6 

■tor 67750 +425 67850 66050 23.758 «52< 

■toy 67925 +450 66000 61250 4501 29270 

Jtf 66225 +4 n 68350 67450 4556 33,464 

Aog 660 76 +3.75 68250 67600 119 5508 

Sep 669.00 +4.79 6EE50 66650 92 685 

far 662^ *575 667.00 65850 1559 13271 

Tcto( 34,7M 138212 

■ SOYAaCAW OIL car (satXXMts; Gena«g 


Mv 

1735 

-23 1745 1725 £36 23X6 

fa? 

1686 

-6 171$ torn 1.100 13X64 

Jel 

1675 

-30 1663 1671 

16 2260 

fap 

1657 

-32 1670 166 

a 1X46 

Eev 

1647 

-32 1662 1662 

6 

TOW 



3X6 42X46 

to OOPPEE'C'CSCES7XOOlbe;cetm/ba) 

far 

178X0 

+150 t7E50 T7£«9 8X79 17X6 

fa? 

17£6 

+225 173X0 167X0 £079 7X17 

fa 

164X0 

+2X5 164X0 160.6 

703 3.16 

sw 

1533Q 

+2X0 166X0 1516 

299 1X09 

Ow 

146X5 

<£6 147XD 144X0 

57 1X6 

far 

142X0 

+£10 141X0 14300 

14 36 


TStol 


115E6 ttPOi 


B IXri-m ()CO) (US omtMtxMKS 


Jn a 

Cons. My — 
}smtrmgi 








to WWTE SUGAR UFPE {SO lennas; 8/leraW 

s 

2SX5 

+317 

379 

2&38 

i.3Z7 &SS7 

far 

293$ 

+39 

2939 

2937 £257 17XS? 

fa 

25.6 

*0X9 

36 

36 

2X61 13172 

fa? 

2936 

+0X 

2938 

297.7 

464 12.256 

Ang 

256 

*0X3 

26X8 

3.75 

46 4X16 

Aug 

301.8 

+0.1 

30£5 

301X 

36 5X50 

Sep 

25X2 

+0X2 

36 

370 

6 £06 

Del 

297$ 

+34 

2931 

7SE3 

143 5X09 

Od 

25.6 

+36 

375 

375 

16 1X6 

Dk 

301X 

-3X 

303.1 

30QX 

M 454 

Tfal 





17X01639 

TeW 





£76 «X6 


m auoAH *ir csce (hejopimc eentaAM 


Mv 

)«9 


137 

16.0 11.422 43915 

Mv 

11X3 

- 11X8 

11.17 7.767 73.727 

Itoy 

194 6 

-OX 

169 

isex 

3X6 31.06 

•toy 

106 

- 11X0 

136 5X43 6X47 

fa 

169 

-0.1 

160 

193J 

1X6 21X6 

JW 

136 

+301 1373 

106 1XEZ 26X23 

Ang 

168 

-12 

1930 

195X 

43 

7X13 

Oct 

136 

- 1372 

10X7 1X75 36X6 

Sep 

197X 

-02 

130 

162 

242 

316 

||r 

1379 

*0X2 TD.6 

10X7 621 12X62 

Od 

1968 

-12 

197X 

1658 

8 

1X56 

fay 

136 

+302 

1 1X6 

7bw 





rsmTTfttn 

nw 



1KCC2r4to9 

■ POTATOES U7E (20 tomes C mr (ctmel 

to COTTON NYCE (snoooibe-, 

llv 

70X 




_ 

_ 

far 

6720 

+06 873 

666 5X21 6X17 

Apr 

770 

-3.0 

79.0 

74X 

6 

1,16 

Me? 

36 

*3X9 68X0 

66X0 £367 17X79 

May 

670 

-50 

87.0 

87X 

10 

101 

fa 

372 

+36 7300 

6340 1X6 1376 

Jon 

97X 

-1SX 


_ 



Oct 

7£6 

+f.6 nm 

n.6 77 2X07 

Eev 

60 

• 




3 

8w 

7312 

+36 73X0 

72X0 614 1376 

Total 





61 

1X6 

Mv 

7314 

*36 74X0 

736 7 634 

to FREIGHT (BIFFEX) UFFE (SIO/Mok mW) 

TOW 



13161 KXF4 

Feb 

990 

-3 

iom 

65 

6 

253 

to ORANGE JUICE NYCE (1$,000fa:cenWM 

Mv 

1040 

-6 

106 

1040 

82 

ua 

Kv 
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LONDON STOCK EXCHANGE 


Footsie achieves its fourth consecutive record 


MARKET REPORT 


By Steve Thompson, 

UK Stock Martet Editor 

The news of the proposed mei^ 
between Glaxo Wellcome and 
SmithKline Beecham took Lon- 
don's equity market by storm, 
producing massive gains jn both 
stocks and in the rest of the 
drugs sector and fuelling another 
move to record levels by the 
FTSE 100. 

The blue chip index leapt past 
5,600 to bit an intra-day record of 
5.616.1. up 157.6, before easing off 
sligh tly to finis h the session 140.5 
higher at 5.399.0. 

That performance was the 


Footsie’s fourth consecutive clos- 
ing record and its sixth succes- 
sive rise. 

Over those six sessions, the 
index has risen 417.6 points, or 8 
per cent, as the UK market has 
responded to the build-up of take- 
over news, both actual and 
rumoured, culminating in the 
proposed deal between Glaxo and 
SmithKline - at £118bn. the 
world’s biggest-ever merger. 

But there were other positive 
forces at work in the equity mar- 
ket yesterday, notably the return 
of many of the Asian stock mar- 
kets after the Chinese new year 
holiday. 

The Hong Kong market, along 
with Tokyo the most important 


of the far eastern stock markets, 
kicked off its first trading session 
of the new year with a 14 per 
cent gain, while Tokyo nudged 
ahead and Thailand and Sli^- 
pore both posted rises in excess 
of 12 per cent, adding to the feel- 
good factor sweeping European 
markets. 

Also on the positive side, the 
day’s domestic economic news, 
which included a subdued pur- 
chasing managers’ survey, was 
seen as increasing the likelihood 
that the monetary policy commit- 
tee, which meets on Wednesday 
and ’Thursday', will leave interest 
rates on bold for the time being. 

As well as the UK meeting this 
week, global markets have to 


negotiate interest rate decisions 
in the US. where the Federal 
Reserve open market committee 
meets, and in Germany. 

Although the pharmaceutical 
stocks held centre stage, there 
was more takeover activity 
among the small caps, which 
have attracted a spate of bids In 
recent weeks. 

The market's second liners, 
represented by the FTSE 250, 
were left almost for dead by the 
leaders. 'The 250 index finis hed 
the day up only 16.9 at 4.878.4 and 
the FTSE SmallCap 12 firmer at 
2,384.7: the latter is now only 22.7 
points below its previous record 
close. 

No less than three takeover 


stories were unveiled, involving 
Gibbs Mew. the piibs group. La 
.qMwa , the retailer, and Tele-Cine 
Cell, which provides special 
^ects for film comi»nies. 

The expected opening surge on 
Wall Street helped London mairh 
tain its earlier progress. The Dow 
Jones Industrial Average rose 50 
points not Icmg after tradh% com- 
menced and was 164 points ahead . 
an hour after London closed, 
while the S&P 500 index brc^ 
through the 1X100 barrier for the 
first time. 

Turnover in equities was SSm 
shares, but action in Glaxo Well- 
come and .gynithTnina nas pre- 
dictably high, accounting for wen 
over 10 per cent of the total. 



• Setl^K 'MaeNVIfapiB'^i ^ 

Indlcee and latfos 

FT8E ibO SS99j6 . -*>140.5 

FTSE 250 - 4S7eA >i>16.9 

FTSE 350 . 2BBBA +58.5 

FTSEAK-Shaie 2589.0S +52.38 

FTSE AV>«hare yield 3.00. . 3.06 
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1 ntarmaceutiealB - - - .+14.0 
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FT 30 ■ 3409.9 
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FTSEIOOFut Mar S616.S 

lOyrGfltyieid . 6.« 
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3 oa Exploration & Prod 

4 rso a Distributien 
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20.76 

■•■159.5 
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2X12 
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- 1.2 

-...- 1.1 
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Market 
high on 
drugs 

By Petsr John, Martin Bites 
and Joel IGbazo 

Plans for the world's biggest 
merger dominated trading in 
London. 

The proposed tie-up 
between Glaxo Wellcome 
and SmithKline Beecham 
saw the two companies' 
share prices account for 
almost all of the early morn- 
ing rise in the Footsie. 

The two stocks eased in 
late trading, but still made 
up two-thirds of the day’s 
overall gains in the blue 
index. They also dragged up 
Zeneca and Nycomed Amer- 
sham in their wake. 

Selected banking and 
insurance stocks were strong 
as traders looked towards 
the most consistently 
favoured area of consolida- 
tion. But the market was 
only interested in the ramifi- 
cations of a £100bn-plus 
merger. 

Analysts had the whole 
weekend to digest the head- 
lines and they stood up at 
the mike in morning meet- 
ings with changes of recom- 
mendation and valuations. 

Merrill Lynch, for example 
moved from “accumulate” to 
“buy" on SmithKline and 
valued the stock at 940p a 
share. Much of the potential 
gain had already been tiac- 
tored into SmithKUne's 
share price after It was seen 
to be In talks with American 


Home Products. Glaxo 
received the biggest push 
with Merrill valuing the 
stock at £21.23 a share and 
going from “neutral" to 
“buy". 

Goldman Sachs said the 
deal would an “excellent 
strategic opportunity, create 
an unparalleled research and 
development opportunity 
and significantly increase 
shareholder value.” 

By the close, Glaxo had 
jumped 340 to £19.83 and 
SmithKline 65 to S45p. The 
92m turnover of the two 
stocks represented more 
than 10 per cent of the day’s 
total. Zeneca rose 235 to 
£26.85 and Nycomed 100 to 
£25.00. 

No amount of bad news 
could staunch the enthusi- 
asm for banks as institu- 
tional cash poured into the 
sector yesteiday. 

Analysts said the planned 
tie-up in pharmaceuticals 
was raising the prospect of a 
“national sector ch^pion” 
which would sprite from a 
spate of European consolida- 
tion rather than mere UK 
mergers. 

Barclays, the hi^ street 
bank which has just dis- 
posed of its BZW securities 
arm, bit a new high with a 
closing gain of 41 to £18.88 
despite outlining the full 
extent of the hit it will take 
in the ftill-year figures. 

It said the sale of parts of 
BZW and the associated 
restructuring will lead to a 
loss of £340m to the group. 
£150m higher than some esti- 
mates. 

Barcla>'s was one of sev- 
eral stocks to bit a oew peak 
even though there was no 
specific speculation around. 


Elsewhere, and unrestrained 
by any negatives. Royal 
Bank of Scotland chalked up 
an impressive 7 per cent 
gain with a rise of 61 to 931p. 
And Lloyds T8B edged ever 
higher, adding 24 at 886p 
while Halifax nudged 900p 
before closing 6 better at 
899p. 

Rank boosted 

Bargain hunters gained 
the upper hand in leisure 
group Rank Organisation 
helping the shares advance 
to 312p. The company, 
which reports full-year fig- 
ures later thic month, has 
underperformed the market 
by around 15 per cent since 
the boning of this year. 

Yesterday's advance 
brushed aside concerns in 
some quarters about senior 
managam^nt phawg as at the 
group. Rank yesterday con- 
firmed the departure of John 


Garrett as managing director 
of its leisure division. 

Rank also said its Hard 
Rock Cafe International sub- 
sidiary and the National Bas- 
ketball Association (NBA) 
bad formed an alliance to 
create at least lO NBA res- 
taurants throughout the 
world in the next three 
years. 

The two companies said 
Hard Rock has committed 
$90m to the venture with the 
first restaurant expected to 
open in early 1999 at Univer- 
sal Studios in Florida. 

Bnrmah Cas^l rose 56 to 
£10.65 with help from a Rob- 
ert Fleming “buy” recom- 
mendation. The broker says 
the Asia efiect is already in 
th e pri ce. 

JEX Oil & Gas shed 6 to 
39p as the company 
announced that receipts for 
1997 gas sales were well 
below eigiectations. 

Results from BAA that 


FT 30 INQEX 

Fat)2 Jan30Jan29Jan2aJan27Yraqo •High 


•Low 


FT 30 3409.9 3398.6 3340.8 3336.1 3305.7 2837.5 3430A 2668A 

Ord. div. yMd 3.17 324 327 329 3.31 4JOr 422 329 

P/E ratio net 22.39 21.86 21.7 21.57 21.4 17At 2233 152 

P/E ratio n< 22.19 2l.66 21A1 21.38 2122 1734 2232 15.71 

FT 30 snce ecnpuaeft Mgri 3«aLa 161037: ba SM9640 Baa» OaW: \ms&. 

FT 30 hourly changes 
Open 9 10 


NA NA 


NA 


_11 

NA 

Feb 2 


12 13 


14 


15 


16 Wgb 


NA 3411.1 3415.1 34123 34062 NA NA 
JI»t 3Q Jart29 Jaw 28 JangrVraao 


SEAO bargains 
Equity Bumover 
Equity bargalc»r 
Stiares traded (mOt 


83.960 63.064 66329 69389 70239 48,775 

- NA NA 2322.4 25732 503.6 

NA NA 56.799 55.816 15,093 

- NA NA 6483 6922 18a7 


TEMkioirig ntra.niarkBi «id iiiiw imn tunowf txR induing Crest nmow. 
O FTSE InMmaticnil Lanited 1998 41 nsFis msarvad *Far 1997^96. 


■ London market date 


RisM and falls* 

Total Rises 1.168 

Total FaHs 533 

Sarm 1332 


62 WMc Mgbs and 1 owb| 
Total Highs 265 

Total Lows 61 


LIFFE EqiXly opltons 
Total contr a cts 37.00S 

Cnis 22.425 

Pula 14,580 


Rab 2 ’Data based on Equity shares lisied on ttia London Share Service. 



Estimates for 1997 


The IFI Board e/Dfrectors mar on liM t da y 27th January 1998 
under the dtainaeasitip ef Pukkk U tAY. 

The eHimalee /ur 1997 ora os IbfleMr: 


TfiGn^MiM 

1995 

1990 

Ibinm* 

9,072 

9,461 

Wl/dmUhs 



KmSaSu 


ZB37 

Netfnffta«htogTK 

■dtontaitanaM 

inArelbpaipm) 

U2 

595 

Nef gnE tetedh a ta end 

6U 

575 


1997 

IcdtelBl 


Utl67 

7MH 

m 

+7J% 

*JJX 

*21J% 

600 

+I4J% 

480 

-16iS 


'CaaaygM Ihi wb fnunkd abon makb b wnticn pattW m Ik M10 
IlkAttt 06tfonhs7 ■ / W oirf rm /Wkn rcoedl^ 


In 1 997, cotBoSilded IgnHner gn* by 
7.5X, breakng hr Iht iiisl Sme Ih 
FKFIOblionlmL 


Pregraniiiiing os Mel s gMiwal nd 
uihiHBt i iS ive oefc teawneJ thbln. 

TIr CBOseiiilrieil !■! profit (attiftutoiib 
In tlie Criepl was FRF 480 mini, ft 
mdude On net mfod after to of TPS 
nf FRF 140 nSm ni Ibe bipod of 
thi ncaol increose in tlw Freodi 
Corpomle In rote (fton 3L6X to 
41iX)afFRF60mftHi. 

Excbifag these efementL die oel profit 
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France !''> 

2 621 

2167 

Abroad I0) 

3008 

1 981 

(1)01 wMOiJM Bninau (3146) 

296 

- 

0a«(*enraeaitay 

1 654 

965 

Guilbeit SA 60451 Senlls Cedex France 


Facsimife: (33<3) 44 54 55 99 



Lit 283,000,000.000 
CDR Interaational S.A. 

2 per cent Guaranteed Exchangeable Notes 
Due 1998 (the “Notes'") 

Unconditionally and irrevocably guaranteed as to 
payment of principal and interest by 

cm 

CIR S.p.A - Compagnie Industriali Riuoite 
exchangeable for ordinary shares of LiL 1 ,000 par value each of 

Olivetti 

Olivetti S.p.A. 

(.“Olivetti Shares”) 

In accordance with Condition 17 of the Notes we hereby 
give notice that, as a result of the safe of rights attached 
to tbe Exchange Propeny. and in accordance with 
Condition 7 (F) of tbe Notes, tbe composition of tbe 
Exchange Property has changed with the result that from 
January 19. 1998, each holder of Lit 1,000,000 principal 
amount of Notes is now entitled to have the redemption 
monies arising on each such principal amount of Notes 
tendered for exchange applied on its behalf to acquire 
30Z004 Olivetti Shares. 
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came lu the middle of expec- Among companies, 

tations saw the shares rise 7 . an announcement from Aim- 
to 4S5p, as the company traded La Smza that it was 
showed that it had managed in takeover talks saw the 
to replace tbe shortfall in shares up 8V& to 25Vbp. A 
Asian travellers. weekend press report had 

British Airways rose 8 to linked the lingerie retailer 
S3p in brisk volume of 6.3m with Ann Snmmeia. the pri- 
as the stock was said to have vate company, 
been caught in a two-way A profits warning from 
pulL A belief tiiat regulatory Channel Islands Commnnl- 
approval for its American cations CTeleviston) saw the 
Airlines link-up was con- shares down 26 to 73fi^. 
trasted with investor fears 
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sector's leading stocks was unchanged at 6^p. 
sharply ahead. 


BT speculation 

The renewed speculation 
settled on British Telecom- 
munications, which was 
beaten last year in its 
attempt to acquire US group 
MCI. Shares in the group 
yesterday gained 9% to 
594‘/kp after trade of 13m.- 
The prospect of a share buy- 
back or special dividend 
from the receipts of BTs 
sale of its 20 per cent stake 
in MCI also helped boost sen- 
timent 

Bid speculation, together 
with the Strength of the 
Bong Kong market, also 
helped Cable & Wireless 
jump 37 or 6.4 per cent to 
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Shares in pubs and restau- 
rants company Gibbs Hew 
jumped 52 to 3081^ after it 
said it was in talks which 
tnay lead to an offer being 
made for the company. 

JD WethCTspoon was the 
worst performer in the FTSE 
250 as brokers continued to 
downgrade current-ye'ar 
profit estimates. The shares 
feU 15 to 277V^p. 
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WORLD STOCK MARKETS 
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Tuesday February 3 1998 


Merger talks give stocks a tonic 


WORLD OVERVIEW 


The comblaation of an Aslan 
rally and the world’s lariest 
ever merger created an 
almost perfect climate for 
global stock markets yester- 
day, lerites Phil^J Coggan. 

The merger talks between 
Glaxo and SmithKllne Bee- 
ffham had been announced 
on Friday night and traders 
evidently decided over the 
weekend that more pharma- 
ceutical deals were bound to 
fallow. Drugs stocks rock- 
eted In the UK. France, Ge^ 
many and the US. with the 
first three chalking up 
all-time highs. 

In early trading in New 
York, the Dow Jones indus- 


World pharmaceuticals 
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trial Average regained the 
8,000 level and the S & P 500 
passed 1,000 for the first 
time. 

In Asian trading, several 
markets bounced by more 
than 10 per cent as investors 


Dow boosted 
by Asian 
confidence 


US stocks soared in morning 
trading after conDdence 
returned to Asia and merger 
speculation ran through US 
markets, writes John Labate 
in New York. 

The Dow Jones Industrial 
Average easily surged above 
the 8,000 level In early trad- 
ing. By 12.30pm the blue 
<^p Index had managed to 
gain 162.92 or 2.1 per cent to 
8,069.42. 

Other indices made similar 
gains, as the Stan- 
dard & Poor's 500 index 
returned to record territory 
with a midday rise of 18.87 to 
999.15. 

The Nasdaq composite 
index, which is weighted in 
technology shares, surged 
31.51 higher at 1,650.87. 

Although good for stocks, 
surging markets in Hong 
Kong, Singapore and Japan 
triggered a sell-off in US 
Treasuries. In spite of bull- 
ish economic releases on 
manufacturing activity, the 
benchmark long bond was 
down. B to 103^4. sending the 
yield higher at 6.657 per 
cent 

The proposed merger of 
SmithKline Beecham and 
Glaxo Wellcome helped to 
send stocks higher as well. 

“There’s a feeling that the 
consolidation trend will 
accelerate, and that we’re in 


the middle phase of consoli- 
dation in the drug industry, 
as well as technolc^.'' said 
Michael Metz, chief invest- 
ment strategist at Oppen- 
heimer. 

ADR shares of Glaxo 
surged 17.4 per cent to S63jt- 
wbUe SmithKllne Beecham 
gained 9.3 per cent to S6SiS. 

US pharmaceutical produc- 
ers were also bid higher on 
merger speculation. Sche- 
ring-Plough surged $4% to 
$77‘/i, while Eli Lilly rose 
$3^1 to ST0%. 

Among Dow shares, fman- 
cials were among the stron- 
gest as ’Travelers Group rose 
$2 to SSI '.'a and J.P. Morgan 
gained $3V» to $l04lj. 

In the technology sector, 
computer producers surged 
as calm returned, for the 
time being at least, in Asian 
markets. 

But shares of National 
Semiconductor tumbled 
more than 16 per cent or S4Va 
to 523 ^a after the company 
issued a profits warning for 
Its third quarter. 

TOHONTO was higher at 
midsession, with the TSE-SOO 
composite Index 81.60 higher 
at 6,784.80 in volume of 
26.4m shares. 

Inco, Canada's largest 
nickel producer, which ral- 
lied more than 7 per cent 
last week from year lows, 
added another 25 cents at 
C$26.30. 


Peso flood helps Chile 


An expected inflow of pesos 
this week, and the overnight 
rebound In Asian markets, 
sent SANTIAGO 3.4 per cent 
higher by midsession. The 
IPSA index was 3.05 higher 
at 92,28. 

Traders said the inflow of 
pesos was likely to bring 
down interest rates, which 
soared last week on a lack of 
liquidity. 

SAG PAULO rose 2.4 per 
cent around midsession, pul- 
led along by the upbeat 
global mood. The Bovespa 


index was 231 higher at 9,951 
In a rally led by benchmark 
I'elebras preferred which 
traded 3 per cent higher to 
RS126.70. 

BUENOS AIRES put in a 
strong morning performance 
which took the Merval index 
15.32 or 2.5 per cent higher 
by midsession to 627.70. 

MEXICO CITY moved 
ahead in early trade and by 
midsession, the IPC Index 
was 41.74 higher at 4,611.10. 
’Telmex picked up 25 centa- 
vos at 21.20 pesos. 


S Africa moves higher 


Broadly based buying of 
blue chips sent Johannes- 
burg higher. The overall 
Index climbed 94.4 to 
6,644.7, industrials rose 
112.0 to 7.781.6 and golds 
picked np 6.1 at 887.2. 

Market benchmark De 


Beers jumped S per cent to 
R112m 

However, Gold Fields, the 
world's second largest gold 
company, made a disap- 
pointing debut, ending at 
R33, down from an early 
R34.70. 


returned from the Chinese 
new year holiday in 
extremely bullish mood. 

Geoffrey Dennis, global 
emerging equity market 
strategist at Deutsche Mor- 
gan Grenfell, said: “This is 


basically a catch-up from all 
the events of last week. 
Three events - the Indonesia 
debt moratorium, the Kor- 
ean debt deal and the Thai 
government's abandonment 
of the two-tier exchange rate 
- signalled that Asia was 
getting on with the adjust- 
ment process. Furthermore, 
the US and many European 
markets raced ahead last 

Mr Dennis felt that this 
bounce was not the begin- 
ning of a long bull maritet 
but would be followed by a 
period of sideways trading. 
“Asia still faces one, maybe 
two, years without growth 
and massive balance sheet 
damage.” he added. 


Stephen Lewis, chief econ- 
omist at Monument Deriva- 
tives, also sounded a can- 
tious note. “After an Asian 
trading session in which 
Indonesian and Hong Kong 
markets have soared but 
South Korean equities have 
been on the slide, it is hard 
to dispel the suspicion that 
it is the same HwHwI stock 
of investment money that is 
washing from one centre to 
another in search of specula- 
tive gains. 

“This rotational invest- 
ment strategy is risky > the 
danger being that the fix>t- 
loose capital will be tipped 
in a market that is suddenly 
destabilised by disastrous 
fundamental news.” 


Drug companies look 
for the right chemistry 


Merger euphoria drove the 
pharmaceuticals sector 
sharply higher across conti- 
nental Europe in the woke of 
the planned fusion of 
Britain's Glaxo Wellcome 
and SmithKline Beecham. 

In Germany, analysts said 
the planned tie-up would put 
further pressure on its big 
three chemicals and drugs 
groups to fmd partners. 

Hoechst, widely seen as 
the most likely to seek a 
merger, rose DM5.25 to 
DM69.35 while Bayer jumped 
DM4.26 to DM73 and BASF 
was DMl.BQ higher at 
DM63.60. Sebering was 
another winner, climbing 
DM13.60 to DM202.76. 

In Switzerland, Novartis 
firmed SFr61 to SFr2,591 and 
Roche certificates were 
marked up SFr390 to 
SFrlS,730 amid speculation 
that the two would be forced 
to grow throu^dt acquisitions 
or mergers to remain com- 
petitive. 

Roche also drew support 
from the expected approval 
by the EU of Its own take- 
over of Germany's Boehrin- 
ger-Mannheim. 

France's Rhbns-Pouleuc 
gained more than 4 per cent 
before being pegged back by 
a J.P. Morgan downgrade. 
The shares ended at FFi282, 
up FFr2 on the day. 

Sweden's Pharmacia & 
Upjohn hit a high of SKr338 
before closing SKr22 up at 
SKr323.S0 while Astra picked 
up SKr8.50 at SKrl57. 

The activity in the phar- 
maceuticals sector and sharp 
gains In Asia helped take 
FRANKFURT to Em all-time 
high. By the close, the Xetra 
Dax Index stood 87.35 or 2 
per cent higher at 4.529B8. 

PARIS came off towards 
the close on profit-taking, 
but still closed at an all-time 
bl^ for the third successive 
session. The CAC 40 index 
gained 16.36 to 3,187 

Banks were the main fea- 
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ture after Socidtg G6n6rale 
triggered a fresh wave of bid 
speculation by hinting it was 
looking at a purchase. The 
news sent SocGen shares 
better by FFr21 to FFr817. 

Talk initially centred on 
the possibility of a merger 
with BNP, which rose more 
than 3 per cent in early trad- 
ii^. But the shares came off 
as BNP revealed details of 
its purchase of the Hong 
Kong Emd Chinese broking 
assets of bankrupt Aslan 
investment bank. Peregrine. 
BNP closed at FFr324, up 
PFr7.40 on the day. 

Other banks also posted 
strong gains. Natexis was 
FTrl8.S0 better at FFr34250, 
while Credit Lyonnais 
gained FFrl7.60 to FFr29150. 

Soaring stock markets in 
Asia and a Goldman Sachs 
upgrade helped LVMH. The 
shares finish at FFr1,144, 
up FFr23 on the day. 

ZURICH took its lead from 
Asia and Wall Street and the 
SMI Index extended its 
record setting run with a 
rise of 105.4 or 1.6 per cent to i 
6 . 688 . 0 . 

The banking sector put In 
a strong performance, UBS 
gained SFr66 to SFr2,167, on 
the view that Friday's state- 
ment about losses from 
derivatives trading had 
cleared the way for share- 
holders to approve the 
mei^r with SBC. 
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Hong Kong roars 
ahead as Asia toasts 
Year of the Tiger 


The derivatives rumour 
had spawned talk that the 
merger terms would be 
revised, hut that was Edso 
denied. 

SBC advanced SFrlS to 
SFr468. but CS Group lost 
SFrS to SFr32355 on switch- 
ing into its two rivals. 

MILAN. MADRID, US- 
BON and DUBLIN also 
ended at a record highs. 

AMSTERDAM was carried 
along by the trend in nei^ 
bonring markets In the 
absence of much cotporate 
news to spur activity, the 
AEX index ended 8.58 higher 
at 86551. 

Financials remEiined in 
demand. INO jumped FI 2.10 
to FI 9650 and ABN Amio 
was FI 050 higher at FI 42.40. 

BRUSSELS motored 
higher, helped by banking 
sector bid talk following Fri- 
day's announcement of a 
bancassurance meiger led by 
Kredletbank, up BFr300 to 
BFrl7,400 as investors 
applauded the deal 

SGfi gained BFrlSB to 
BFr3,955 on rumours that it 
would sell its 29.7 per cent 
stake in Generale Bank to 
insurer Fortis, up BFrZ90 to 
BFr8,710. The Bel-20 Index 
closed 34.4 better at 2.614.L 

Written and edited by Michael 
Morgan, Jonathan Rtfd, Peter 
HaH and Paul Gragan. 


ASIA PACIFIC 


Aslan markets rocketed 
highar on their first trading 
session of the Year of the 
Tiger. 

HONG KONG. Closed since 
its half-day session last 
Tuesday, was the region's 
best-performing market, taut 
some analysts cautioned 
that the. rise was overdone. 

The Hang Seng index 
surged 1,32854 to 1057&60, 
its one-day performance 
since October 29 last year, 
when the index posted a rise 
of l,n)6.41 or 185 per cent. ' 

China plays also flexed 
their muscles. The China- 
Affiliated Corporations index 
Jumped 2L4 per cent while . 
the H-sbare index susged 
185 per cent. . 

Turnover finished at 
HK$2Q.9bn r its tai^i^ level 
since last Novemb^ - com- 
pared with a quiet HK$4hn 
during last Tuesday's h^- 
day trading and last Mon- 
day's HK$9bn. 

The properties sector 
posted the largest gains, 
adding nearly 23 per 
Cheung Kong firmed 
HK$950 to HK$49 and Sun 
Hung ^ Properties closed 
HKSIO higher at HK$5Q50. 

JAKARTA saw the com- 
posite Index close above 500 
for the first time since 
November 3 as. international 
investors le^ into the mar- 
ket at the end of the Rama- 
diui holiday break. The 
index ended at 664.107, up . 
68.169 on the day. 

Foreign brokers domhmted 
activity, but local investors 
were also said to be pieddng 
up stock, encouraged by last 
week's financial reforms and 
moves'to tackle Indonesia's 
ominous short-term private • 
sector debt overhang. 

SINGAPORE WEIS pro- 
pelled higher hy heavy 
short-covering and fresh 
buying of banks and prop- 
er^ countere. Volume rodk- 
eted to 753.1m sb^s, the 
highest since the regional 
stock market bull run In 
1993. 

'The StTEdts Times Industri- 
als index ended at Its day's 



tai^ of 1,432:99, up 1734)7, 

BANGKOK saw foreign 
funds targeting the .market 
•on .lttgitt. that the currency 
would strengths alter the 
central bank lifted restric- 
tions on bEdit trading last 
Friday. 

Ihe SET index dosed up 
5952 at 664.76, its highest 
levd si^ September 26. 

. Brok^ said *bat the 11ft- 
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ing of the restrictions bad 
la^roved smtlment. encoui^ 
aging investors to Imy large 
capitalised bank, energy 
communications stocks. 

filANILA was also back to 
levels not seen since the 
beginning of September as 
the market bounced strongly 
on foreign buying. 

The composite index 
gained 197.69 to 2145.7. its 
highest dosing level since 
September 11. . 

Buying was across the 
board with fdcus on- tele- 
coms utlU^ FOLT, which 
closed 66 pesos higher at 
1,110 pesos. 

Breiring giant Son .Miguel 
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UNEXIM BANK 


in spite of news that 
Hong Kong-based Invest- 
meat company First Padfle 
bad abandoned plans to buy 
a 47 per cent stake.' The B 
shares gained 650 pesos to 
5850 pesos. 

TOKYO was listless, com- 
pared with other Asian iaax- 

het$, lorites Paul Ahrahams. 

Suggestions by a leading 
member of the ruling Liberal 
Democratic ' pEirty that the 
government could add 
Y64)0abn in tax cuts or addi- 
tional spending to. the bud- 
get bad a limited Impact. 
Many investors are expect- 
ing an eventiuQ total of 
between Yl0,000bn and 
Yl550Qbn. 

The Nikkei 225 index rose 
14855 to close at 16,77652. 
Trading wew volatile, with 
tile index reMhing as high 
as 16.908.69 and as low as 
16,640.76. 

The Topfac index of idl first 
section shares fell 552 to 
1.262.09. Turnover was dow. 
ftiWiTig from 743m shares on 
Friday to Just 458m. The 
momentum wim down: 764 
stocks foil. 440 were up and 
97 unchanged. 

The oil sector and . paper 
and pulp sector wtte Euaong 
the biggest tellers, down 25 
per cent a^ 1.5 per cent 
respectively. Mitsubishi Oil 
tell nearly 7 per cent to Y315 
after last Friday's profits 
waxning. 

Among the paper compa- 
nies, OJl, Japan's biggest 
produem*, was down Yl8 or 
35 per cent at Y562. Japan 
Paperboard fell Yl4 or 6.6 
per cent to Y201. 

l^snsport stocks were also 
tellers, down 0.4 per cent, 
after worse-tban-expected 
domestic vehicle sales in 
January. These dropped 23 
per cent year on year-with 
Honda’s sales down 38 per 
cent and Toyota's down 24 
per cent 

Fuji Photo Film rose 'Y17Q 
to Y5490 alter the WTO 
pEinel formally niiod that 
Kodak had no case against . 
the company. 

In Osaka, tiie OSE index 
closed down 86 pednts at 
18,877. 


USD 50,000,000 

Private Placement 
Promissory Notes Issuance Facility 
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EMERGING MARKET FOCUS 


PUBPOSE 


Seoul rally may be false dawn 


The Seoul market could 
claim the title of this year's 
Cinderella bourse, trans- 
formed from one of the worst 
performers in 1997 to the 
best in the past month. 

But yesterday's 4.2 per 
cent plunge in the composite 
index to 543.68 underscores 
that the recent rally might 
prove to be only temporaiy. 

The rapM climb from 361 
at the beginning of the year 
reflected relief as Korea 
nmnaged to avoid a default 
on its foreign debt after the 
International Monetary 
Fund agreed to speed bail- 
out funds as part of a 
$5B.5bn rescue. 

Efromises by Kim Dae-Jung. 
the president-elect, to open 
capital markets and intro- 
duce reforms on labour mar- 
ket Oexlblllty and corporate 
restructuring persuaded for- 
eign Investors Korea might 
be finally tackling the faults 
of its dirigiste economy. 

As the currency and inter- 
est rates stabilised, foreign 
investors quick!)' snapped 
Up cheap assets by buying 
lEVge shareholdings in such 
companies as Samsung Elec- 
tronics and Housing & Com- 


mercial Bank. Domestic 
Institutional Investors fol- 
lowed the lead of overseas 
Investors as they scambled 
to make short-term gains. 

But many analysts now 
believe the market has 
reached the point where it is 
defying gravit)'. Share prices 
are no longer as cheap a.s 
they were a month ago and 
the market appears set for 
profit-taking since some of 
the biggest foreign investors 
have been hedge funds. 

“We are seeing the last 
stages of the rally as 
regional funds begin buying 
in a herd instinct. But this is 
providing an opportunity for 
domestic institutional inves- 
tors to sell," said Adrian 
Cowell with Dresdner Klein- 
wort Benson in Seoul. 

The recent euphoria over 
Korea's success in reschedul- 
ing its foreign debt with 
international banks is expec- 
ted to be overshadowed soon 
by the problems of the 
highly leveraged Industrial 
groups in servicing their 
large domestic debts. 

A severe credit crunch Is 
e.xpected to continue . as 
Korea's troubled baziJvS curb 
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lending, which is likely to 
trigger more big corporate 
bankruptcies. “Another 
major bankruptcy wUl send 
foreign investors r unning for 
the hUis,” said Richard Sam- 
uelson, branch manager for 
SBC Warburg Olllon Read in 
Seoul. 

“The market should con- 
solidate as the reality of 
restructuring begins to bite," 
said Lee Keunmo, research 
bead at ING Barings, Seoul. 

Most conglomerates, or 
chaebol, with the possible 
exception of the top five, are 


considered vulnerable to 
financial troubles unless 
they quickly restructure by 
selling assets to foreign 
investere. Doubts about suc- 
cessful corporate restructur- 
ing will persist until the gov- 
ernment gains parliament- 
ary approval for flexible 
labour policies in the face of 
stiff union opposition. 

Foreign investors also 
expect new laws that will 
promote transparent corpo- 
rate accotmts and the intro- 
duction of profit-oriented 
chaebol management. 

Adding to industry's woes 
will be a sharp slowdown in 
domestic demand eu Korea 
enters a severe recession 
under high Interest rates 
Imposed by the IMF. Import 
bottlenecks resulting from a 
weak currency could cut 
short an expected boom in 
exports. 

“Korea's financial prob- 
lems have only Just started, 
not ended, with foreign debt 
rescheduling talks. The ma^ 
ket will be volatile this year 
and only tempt the brave or 
crazy,” said Mr Samuelson. 

John Burton 
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